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CONFIDENTIAL NATURE OF THIS REPORT

This report contains information of a confidential nature which was provided to
CARANA Corporation on the basis that it would not be disclosed outside of
CARANA Corporation and / or USAID Honduras. It aso contains candid
observations on the management and operations of Fundacion Covelo and the FPVOs
in the Covelo network that are intended to assist with the development and
implementation of further technical assistance. Many of the observations should not
be shared, in their present form, with Fundacién Covelo, FPVO staff or Board
Members.
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I EXECUTIVE SUMMARY

This progress report is divided into four main sections. The first three sections cover the
projects activities during an eight month period from April 1, 2000 through December
31, 2000. The fourth section is a presentation of the preliminary work plan for 2001
which is still under discussion with Covelo, and which will be presented in final formin
early January. All four sections are briefly discussed below.

1. April - May: Preliminary Diagnostic Phase and Preparation of the Work Plan
Through 12/30/00

The activities undertaken in the first phase culminated in a document titled:
"MICROFINANCE SUPPORT PROJECT - STRATEGY, WORK PLAN, REPORTING
REQUIREMENTS AND OTHER ADMINISTRATIVE ISSUES" submitted in June of
2000. Inthat document, CARANA presented the methodology used in carrying out the
preliminary diagnostic work and a fluid action plan with a discussion of some of the
major assumptions that were behind the preparation of that work plan.

2. June through September:  Start-up of Work Plan Activities

In June CARANA initiated the second phase of the program. Activitiesin four major
areas were carried out during this phase.

In Depth Diagnostic Work and Development of the Scopes of Work for each of the
priority (Tier 1) Institutions;

Continued Diagnostic Work with second and third priority FPVOs (Tier Il and Tier
H1);

Development of the training schedules and other training related activities; and,
Office set-up and Logistics

Of these four activities, the bulk of the effort went into carrying out an in depth
evaluation on each of the priority (Tier I) FPVOs (Finsol, Hermandad de Honduras and
ODEF), and developing the specific scopes of work for the consultants scheduled to work
with each of the ingtitutions.

The additional diagnostic work carried out on these three Tier | FPVOs was made for the
purpose of deepening the analyses contained in the origina diagnostic studies and
discussing their results with these institutions. Information not available at the time the
preliminary diagnostic studies were prepared was added. The results of the diagnostic
studies were shared with the ingtitutions, the analyses were validated, strengths and
weaknesses of the institutions confirmed, and any initial misapprehensions concerning
the institution were corrected. The results of these discussions and refinements were
incorporated in the preparation of individua scopes of work (SOWSs) to address the most
urgent needs of each specific institution. Interaction between CARANA's resident
technical assistance advisor and these institutions was crucia to arriving at a consensus
on which problems most urgently required solution and which could be addressed within
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the time and with the technical expertise of the short-term consultants scheduled to be
brought in later in the year. Thus, these visits formed the basis for elaborating SOWs
tailored to the needs of the individual institutions.

3. October through November: Intensive Technical Assistance and Training
Activities

This section of our report is divided into six main parts, each discussing the key training
and technical assistance activities carried out during the three month period by our long
and short term staff. Technical assistance was mostly aimed at providing assistance in
Management Information Systems; Controls Policies and Procedures; Improving
Technical Skills; and strengthening FPV O Organi zations, Management, Human
Resources and Boards of Directors. Training activities included a courses on credit
methodol ogies and a second on the analysis of credit and portfolio risk in microfinance
institutions. Individual working sessions with the boards of directors of eight different
ingtitutions were also held. This work focused on the development and implementation of
a program of workshops intended to stimulate, challenge and help prepare boards of
directors to more effectively assume the responsibilities of micro finance institution
governance.

While we suffered some delays in fielding short term consultants due to a budget
modification which in turn delayed the approval of most of our short term consultants, by
September the problem had been corrected, and we were able to deliver the short term
technical assistance that had been promised. In all, more than 110 days of short term
technical assistance were provided (against a plan of 100), mostly to Tier | FPVOs
(FINSOL, HDH, and ODEF).

4. Preliminary Work Plan for 2001

In November, CARANA staff began developing awork plan for 2001, with a greater
focus and level of detail on the first six months of the year. At the same time, the 2™
story operations division at Covelo aso prepared a draft document of their work plan for
2001 which called on CARANA to assist them in avariety of areas. In apreliminary
meeting held on December 5", these two work plans were reconciled, and this was used
to further focus the CARANA work plan through June of 2001. The preliminary work
plan calls for CARANA to assist Covelo in three different areas, general technical
assistance to the FPV O network, assistance in the delivery of atraining program, and
assistance to Covelo's 1% and 2™ story credit operations.

In afollow-up meeting between Covelo, CARANA and USAID on December 14", the
results of the December 5™ meeting were reviewed and some of the activities were
further prioritized. This processwill continue into January and is being coordinated by
our resident technical assistance advisor. In January, CARANA's project manager will
visit Honduras to finalize the work plan with Covelo and present afina version to
USAID for approval.
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In the mean time, CARANA is proceeding on several fronts to begin the implementation
of project activitiesin early 2001. Within the first six weeks of 2001, we anticipate
fielding consultants and staff to begin working on supporting Covelo's first story
operations, initiate the planning and strategy sessions with Covelo's board of directors,
initiate the credit bureau activity, and initiate the MIS strategy analysis.
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1. PROGRESS REPORT AS OF NOVEMBER 30, 2000
A. INTRODUCTION

This progress report covers the period from April 1, 2000 to December 31, 2000. It
covers three distinct phases of the project:

April - May: Preliminary Diagnostic Phase and Preparation of the Work Plan
Through 12/30/00

June through September:  Start-up of Work Plan Activities

October through November: Intensive Technical Assistance and Training

B. PRELIMINARY DIAGNOSTIC PHASE AND PREPARATION OF THE
WORK PLAN

A complete write up of the activities undertaken during the preliminary diagnostic phase
which culminated in the preparation of the Work Plan through December 2000 is
presented in our report: " MICROFINANCE SUPPORT PROJECT - STRATEGY,
WORK PLAN, REPORTING REQUIREMENTS AND OTHER ADMINISTRATIVE
ISSUES" submitted in June of 2000. In that document, CARANA presented the
methodology used in carrying out the preliminary diagnostic work. The document also
presented a fluid action plan with a discussion of some of the major assumptions that
were behind the preparation of that work plan. Also covered in that document were some
of the preliminary issues and concerns identified by the CARANA team.

1. Highlights of the Work Plan through December 2000

The CARANA team found broad differences and varying levels of sophistication among
the FPVOs analyzed. However al of the FPV Os requested and/or required technical
assistance (T/A) in each of the four major areas below:

Management Information Systems

Controls, Policies and Procedures

Technica Skills (credit, management, marketing, product design, €tc.)
Organization, Management, Human Resources, and Board of Directors

a Management Information Systems

Support to Management Information Systems (M1S) was made up two main thrusts. The
first was to support selected FPVOs in improving their utilization of existing MIS
systems. Thiswas to be accomplished through the specific technical assistance
interventions at each of the selected FPVOs.

The second thrust was to work with Covelo in the development of an MIS solution for all

FPV Os working with Covelo. Our work plan called for assisting Covelo in developing
the use of the Sstema Integrado de Empresas Micro (SEM ), a specialized MIS
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developed and marketed by SOFTCORP of Guatemala, and which is currently used by
Covelo and four of the FPVOs in the Covelo network.

b. Controls, Policies and Procedures

Most of the participating FPV Os are in need of assistance in this area, particularly with
the development of proper operating manuals and the implementation of these systems.
Our work plan called for one-on-one technical assistance to be provided as necessary to
each FPVO in avariety of areas related to improving controls and operating and
management policies and procedures. It was also anticipated that all technical assistance
for the improvement of controls and procedures would be provided in close coordination
with the MIS technical assistance and training discussed above.

C. Improving Technical Skills

The Work Plan called for the improvement of technical skilss, particularly the skills of
field credit staff. The Plan called for CARANA consultants to work with Covelo and
FPV O personnel, using one-on-one technical assistance, workshops and training courses,
to improve the skill levels of field credit staff in each selected priority FPVOs.

d. Organization, Management, Human Resources, and Board of Directors

The Work Plan focused mostly on human resources devel opment, specifically in the
areas of board of directors strengthening, staff turnover and salary and incentive
structures. Initial priority attention was to be directed to the resolution of the problems
that were identified in the diagnostic phase as serious impediments to immediate efficient
FPV O operations.

2. A Tiered Approach to Technical Assistance

In working sessions with Covelo's management and USAID's project manager, the
CARANA team proposed that the technical assistance and training resources available
under the technical assistance contract should not be made available to all FPVOs
equally. CARANA's position was based on the belief that if the level of effort that was
available under the contract were divided equally among all of the FPV Os, the project
faced avery rea danger of achieving little impact in the short run due to the dilution of
efforts.

After considerable discussion, al parties (Covelo, USAID and CARANA) established a
tiered approach that would concentrate technical assistance and training resources among
the most promising institutions in the short run. In this way, the would achieve the
highest possible impact in the short run, while also working to strengthen the entire
FPVO network in the long run. In order to categorize FPV Os into these tiers, a ranking
system was devel oped that considered such factors as ability to absorb technical
assistance, geographic coverage, level of sophistication and impact in Mitch affected
areas.
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The three tiers developed in the Work Plan were:

First Tier FPVOs. Technical assistance and training LOE was to be concentrated
among these institutions. Tier | FPVOs were scheduled to receive as much as 50% of
the total LOE (most of the Short Term Technical Assistance LOE). Tier |
beneficiaries were FINSOL, ODEF and HDH.

Second Tier FPV Os were scheduled to receive approximately 30% of the total
technical assistance and training LOE. Tier Il beneficiaries were FINCA, World
Relief and Covelo's “1% story” credit operations.

All of the remaining FPVOs were placed in the Third Tier category. Assistance to
third tier FPV Os was programmed to be made up mostly of workshops and training
sessions that that would be open to al FPVOs and other financial institutions working
in microfinance.

C. START UP OF WORK PLAN ACTIVITIES (JUNE - SEPTEMBER 2000)

In June CARANA began the implementation of the Work Plan. This phase included
several activities which are discussed briefly in the sections below. In Annex | to this
Document we have presented a detailed chronology of events during this period along
with some explanatory notes.

1. In Depth Diagnostic Work and Devel opment of the Scopes of Work for each of
the Tier 1 Ingtitutions

The tiered approached presented in the Work Plan called for a greater focus in the three
Tier | institutions (ODEF, FINSOL, HDH). CARANA's resident technical assistance
advisor, who had also worked on the preliminary diagnostic work and the development of
the Work Plan, spent a great deal of time with these institutions developing individual
work plans for the technical assistance and discussing them with the management of each
of the respective institutions.

Vidits to these ingtitutions were made for the purpose of deepening the analyses contained
in the original diagnostic studies and discussing their results with these institutions. The
CARANA resident technical assistance advisor visited field offices and end-borrowersin
intensive programs designed to check that loan documentation, procedures, amounts,
payments, etc. appearing in individual loan files corresponded to actual data supplied by
borrowers and local offices of FPVOs. These types of checks are standard procedures for
auditing microfinance operations and allowed the microfinance consultant to make
observations concerning procedures and operations to the individual microfinance
organizations directly. Asaresult of this work with the individual organizations we
obtained a better understanding of each ingtitution and was thus better positioned to guide
the short term consultants that would supply the short term technical assistance.

Information not available at the time the preliminary diagnostic studies were prepared
was added. The diagnostic studies were shared with the institutions, the analyses were
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validated, strengths and weaknesses of the institutions confirmed, and any initial
misapprehensions concerning the institution were corrected. The results of these
discussions and refinements were incorporated in the preparation of individual scopes of
work (SOWSs) to address the most urgent needs of each specific institution. Interaction
between CARANA's resident advisor and these institutions was crucia to arriving at a
consensus on which problems most urgently required solution and which could be
addressed within the time and with the technical expertise of the short-term consultants
scheduled to be brought in later in the year. Thus, these visits formed the basis for
elaborating SOWs tailored to the needs of the individual institutions.

A final step in this process was the identification and approval of the individuals that
were to assist our resident staff in providing the intensive levels of technical assistance to
theseingtitutions. These individuals were identified in July, but due to some
administrative problems (discussed in Section 4 below) these individuals were not fielded
until October.

2. Continued Diagnostic Work with Tier Il and Tier 111 FPVOs

During this timeframe, our resident advisor aso began working on a more in-depth
analysis of some of the Tier Il and Tier Il FPVOs, although relatively little time was
gpent on Tier 11 and Il ingtitutions. This process was initiated at thistime to help
strengthen our initia training and technical assistance needs assessment.

3. Development of Training Schedules and Related Activities

During this time period, CARANA, in coordination with Covelo's training unit,
developed a training schedule which was used to prepare the course descriptions and to
select the trainers that were eventually used to deliver the training sessions.

Five training topics were originaly identified for delivery during the period of time
covered by the Action Plan. These were:

Credit Methodologies

Analysis of Credit Risk

Role and Responsihilities of the Board of Directors
Solidarity Lending

CAMEL Andyss

4, Logistics

Aswith the start-up of any program, there were severa logistical and administrative
matters which were completed during this period. Among them was the establishment of
aproject office in Covelo, the purchase of al of the necessary equipment and furniture,
and the transfer of our resident staff (resident technical assistance in June and Chief of
Party in September).
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During this period, the task order budget for the microfinance project was re-negotiated
with USAID. Thisturned out to be avery time consuming effort and unfortunately was
not successfully completed until September. While the budget modification did result in
an increase in the Level of Effort under the project at the same overall cost, the delaysin
the budget modification process meant that CARANA was not able to field short term
technical assistance in August as originally scheduled until this task was completed.

D. INTENSIVE TECHNICAL ASSISTANCE AND TRAINING PHASE

Beginning in October, the intensive technical assistance and training program was
initiated. A summarized discussion of the principal activities that were undertaken from
October to December is provided below, and a more in depth discussion is provided in
the summaries.

1. Technical Assistance to Hermandad de Honduras

During the period from October 22™ through November 13", CARANA consultant
Henry Cardona worked full time with HDH's management and staff. This short term
consultant was also supported by CARANA's resident technical advisor for periods of
time to provide continuity and insure quality control. Assistance was provided in the
following areas:

Adminigtrative and Organizational Systems

- Review of personnel manuals

- Review of credit operations manual

- Suggestions for the delegation of credit levels

- Suggestions on improving their current savings program

Review and Suggestions to Improve Operational Aspects

- Credit anaysis procedures

- Credit approval procedures

- Improved access and management of information at the branch level
- Collection process

- Improved Documentation on Clients

Human Resources

- Development of an improved compensation and incentive system for loan officers

A more detailed report is provided in Annex B, and the consultant's complete report has
been provided to USAID under separate cover™.

2. Technical Assistance to FINSOL

During the period from October 4th through November 10th, CARANA consultant Elvis
Alvaworked full time with FINSOL's management and staff. As with the case with

1 A complete listing of all reports submitted to USAID during the period from April 1 to December 31 is
presented in Annex H.
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HDH, the short term consultant was also supported by CARANA's resident technical
advisor to provide continuity and quality control. Assistance was provided in the
following areas:

Review of Credit Procedures, Policies and Regulations

- Simplification of the forms and documentation used for evaluating credits

- Simplification of the procedures to approve and disburse credits

- Assistancein providing greater flexibility in credit policies

Assistance in Market Analysis and the application of thisin Strategic Planning

- Review of the competitive position of some branch locations

- Insure the participation of branch management in the strategic planning process

Assistance in Human Resources

- Improved procedures for the selection of personnel

- ldentification of training for loan officers to improve sales and service to clients

- Assistance with the development of personnel manuals, including functions and
job descriptions

A more detailed report is provided in Annex C, and the consultant's compl ete report has
been provided to USAID under separate cover.

3. Technical Assistance to ODEF

Intensive technical assistance was provided to ODEF by athird consultant ,Jorge
Canseco, during the period from the 4™ of October through the 17" of November. This
consultant was also supported by CARANA's resident technical advisor. Assistance was
provided in the following areas:

Program to Address Urgent Weaknesses

- Operations (15 suggestions)

- Planning and Finance (9 suggestions)

- Administration (9 suggestions)

Credit Procedures

- Design of formats and procedures to improve the credit methodol ogy
- Training in sales, assessing character, and risk management

- Suggested strategies for growth of the credit portfolio.
Market Studies

- LaCeba

- Copan

Design of amethodology for market analysis

- Administration and Management

- Improvement to the management and information system

- Suggestions to improve internal controls

- Modifications to the organizationa and responsibilities manual

A more detailed report is provided in Annex D, and the consultant's compl ete report has
been provided under separate cover.
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4. Training Seminar on Credit Methodologies

During the week of October 2", CARANA staff assisted Covelo in the delivery of a
seminar on Credit Methodologies for Microfinance Institutions. CARANA's support
included the design of the course with Covelo and the trainer, selection and contracting of
the individual selected to give the seminar (Arelis Gomez) as well as coordination and
logistical support.

The seminar consisted of atwo day event in Tegucigalpa, followed by atwo day event in
San Pedro Sula. The seminar concentrated on strengthening the knowledge of severa
diverse types of credit methodol ogies used in Honduras.

Greater detail on this courseis presented in Annex E, and a separate report which
includes the course content and handouts has been delivered to USAID and Covelo for
future reference.

A total of 64 participants attended the two sessions, 32 in San Pedro Sulaand 32 in
Tegucigalpa. More than 95% of the participants in the seminar rated the course content
and the trainer as "very good" to "excellent”.

5. Training Seminar on the Anaysis of Credit Risk

A second training seminar was delivered during the week of November 13". This
seminar focused on the Analysis of Credit Risk for different types of clients. The
seminar was delivered over atwo day period in Tegucigalpa (November 13 and 14) and
repeated in San Pedro Sula (November 16 and 17).

The seminar focused on the reduction of past due or "at risk" loans in the microfinance
institution's portfolio. The seminar covered different techniques in credit and risk
analysis which are used to better understand and classify credit risk in microfinance
lending.

Greater detail on this course is presented in Annex F, and a separate report which
includes the course content and handouts has been delivered to USAID and Covelo for
future reference.

36 participants attended the course in Tegucigalpa, and 26 attended the course in San
Pedro Sula. Aswith the seminar on Credit methodologies, this seminar also received an
approval rating of "very good" to "excellent" from more that 95% of the participants.

6. Training for the Boards of Directors
CARANA consultant, William J. Phelps worked with resident CARANA staff and the

management and boards of directors of eight 1¥ and 2™ tier FPVOs. Thiswork focused
on the development and implementation of a program of workshops intended to
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stimulate, challenge and help prepare boards of directors to more effectively assume the
responsibilities of micro finance institution governance.

Separate, individual sessions were held with management personnel followed by a second
session with the boards of each of the eight ingtitutions during 2 two-week consultancies
between October 15 and November 30. The format for all of the sessions included:

Review of the evolving and increasingly demanding characteristics of the micro
finance industry;

Review of the responsibilities of boards of directors of micro finance institutions in
generd; and detailed review of the unique responsibilities of each specific board and
itsindividual members.

Review of composition, operating procedures, policies and other key characteristics
common to effective boards of directors of micro finance institutions,

Discussion among board members, including the history, dynamics and strengths and
weaknesses of the board,;

Self evaluation by individua board members with emphasis on essential |eadership
qualities and technical skills necessary for effective board operation; and,
Identification of specific training and skill development needs of each board.

The responses of the eight boards varied from excellent to good. The material presented
in each of the sessions appeared to be well received and there was clear indication that
several participants were effectively stimulated by the sessions. Considerable interaction
was evident among board members, and early feedback was universally positive. Each of
the boards generated priority lists of topics that they wish to include in their “action
plans’ for the Year 2001. At least three of the boards concluded that they would actively
scrutinize their current composition and procedures in order to improve their
effectiveness. All of the boards expressed interest in further assistance.

E. ANALYSISOF ACTUAL PROGRESSVSTHE WORK PLAN

The CARANA work plan covered the period up through December 31, 2000. In this
section of the progress report, we have presented an objective discussion of actua
accomplishments vs. the plan along with relevant comments in those areas where there
were deviations from the plan.

1. Delivery of Technical Assistance

The work plan called for CARANA to deliver atotal of 100 days of short term technical
assistance from July through December. Thiswas in addition to the support of the
resident advisor and a chief of party. Technical assistance was mostly aimed at providing
assistance in Management Information Systems; Controls Policies and Procedures;
Improving Technical Skills; and strengthening FPV O Organizations, Management,
Human Resources and Boards of Directors.
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While CARANA suffered some delays in fielding short term consultants due to a budget
modification which in turn delayed the approval of most of our short term consultants, by
September the problem had been corrected, and we were able to deliver the short term
technical assistance that had been promised. In all, more than 110 days of short term
technical assistance were delivered, mostly to Tier | FPVOs (FINSOL, HDH, and
ODEF). Thefocus of this Tier | technical assistance is discussed in greater detail in the
previous sections of this report and in the annexes.

While the delivery of the promised level of technical assistance isimportant, te quality of
the technical assistance is even more important. CARANA has received some informal
feedback regarding the work that our consultants did in the three principal tier |
organizations. We have also sent each of the organizations a letter requesting formal
feedback to better analyze the results of our technical assistance interventions.

While in general we believe that the organizations were happy with the technical
assistance received, the mgjor criticism that we are aware of is that our consultants did
not limit their activities to the written scopes of work in all cases. In an effort to please
the host ingtitutions, CARANA and our consultants acquiesced to requests made by the
host institutions to work in other areas not formally in their scopes of work. In some
cases thisresulted in adilution of the overal effort, and some tasks were not completed
at the level that had been anticipated. As described in section I1.G (Lessons Learned), we
are taking measures to correct this for future technical assistance interventions.

2. Management Information Systems

One of the areas that was targeted in our Work Plan was additional assistance to Covelo
in helping to define along term strategy for the implementation of acommon MIS
system in Honduras. Currently, several FPV Os and Covelo work with a system which
was developed in Guatemala (SIEM), and at the time of developing the CARANA work
plan, Covelo was pushing for other FPV Os to purchase the system so that there would be
a common system throughout the Covelo network. Consequently, CARANA had
planned to support this strategy by helping to hire an individual that would support the
SIEM implementation in Honduras.

Upon further analysis, Covelo decided that rather than implement a SIEM based system,
it would be a better strategy to develop itsown MIS. Initialy this new system would
build on the SIEM system, but eventually it would be developed as an in-house system
that would be owned by Covelo and made available to the other FPVOs in Honduras.
Consequently, CARANA did not proceed in the direction that had been indicated in our
work plan, and did not engage in any initiatives in the MIS area.

We have some concerns regarding this new direction, and believe that now would be an
excellent opportunity for us to bring in a senior microfinance MIS specialist to discuss
the options available in Honduras and to assist Covelo and its member FPVOs in
deciding on aviable long term MIS strategy. We have proposed to Covelo that this be
done early in 2001 and it is currently under discussion.
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3. Training

From September through November, three different training sessions covering different
topics were organized as discussed in the previous sections. A fourth topic was also
scheduled, but the trainer asked to postpone the session for personal reasons until early
2001. However, the work plan had called for atotal of five topicsto be covered in
training sessions, athough in hindsight we believe that five training sessions was too
ambitious.

One of the reasons we believe that the plan was ambitious, was that we underestimated
the logistics involved in carrying out these training programs. For example, each topic
turns out to be two separate training sessions (one in Tegucigal pa and one in San Pedro
Sula). In the case of the sessions with the boards of directors, these were developed as
separate sessions for each FPVO (eight in total), and each FPV O itself was divided into
two working sessions - one with management and one with the Board). Asaresult,
during this period, CARANA staff delivered atotal of twenty sessions, far more than had
been originally anticipated.

F. FINANCIAL DATA

The table below shows a breakdown of actual project expenditures (10/00 to 12/00
figures are estimates) against the budgeted figures for the same period.

Financial Data - Budget vs. Actual Expenditures

04/01/2000 07/01/2000 10/01/2000

06/30/2000 09/30/2000 12/31/2000 Total
Work Plan 135,493.00 220,564.00 288,669.00 644,726.00
Actua 122,296.00 106,549.00 285,305.00 514,150.00
Difference 13,197.00 114,015.00 3,364.00 130,576.00

The large difference in the actual vs. the budgeted figures for the period from July to
September highlight some of the difficulties that we encountered in the start-up of the
project:

Only one resident advisor was in place through August.

CARANA did not hire any support staff, although a secretary and an administrative
assistant had been budgeted.

Delaysin an important budget modification led to delays in fielding short term
technical assistance and training resources.

However, not all of the reasons for the difference were negative. For example,
CARANA did not fedl the need to hire a secretary or an administrative assistant given
that we received this support directly from Covelo. This has resulted in a savings which
we believe can be used to increase the level of short term technical assistance which is
much needed by the project. The savings that resulted by not having a chief of party in
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place until September also have resulted in an increased level of short term technical
assistance budget. Finally, it should also be noted that while we had budgeted that much
of the short term technical assistance would be carried out by U.S. Fixed Daily Rate
personnel, much of it has been carried out by Third Country National Personnel, at a
much lower cost to the project. This also has the affect of stretching our short term
technical assistance budget.

As the table above also indicates, by October of 2000 the project was fully operationa
and as a result expenditures were fairly close to what had been budgeted initially. For the
period from January through June of 2001, we estimate that we will spend an average of
$75,000 per month or $450,000. Given the current funding level of $1,000,000 for this
component of the project, this means that the project would require an additional funding
modification by July of 2001.

G. EARLY LESSONSLEARNED

During this period there have been some important "L essons Learned" that should be
highlighted. The "Lessons Learned" are being incorporated into our strategy and action
plan for 2001.

1. Evolution of the Credit Methodologies

One of the most important findings under this project has been that most of the FPVOsin
Honduras have evolved beyond the "packaged" credit methodologies that they initially
started with. Asthe market has gotten more sophisticated and competition increased,
these FPV Os have introduced new techniques and/or atered their techniquesin order to
adapt to changing market conditions. However, even with these changes, many FPVOs
are still experiencing high "loansin arrears' rates which suggest that additional analysis
and modifications to credit techniques and products are required.

The challenge for CARANA isthat as aresult, these institutions require much more
specialized assistance at this stage of their development. Consequently, we have had to
identify consultants from other countries that have lived through a similar experiences
and that can work with Honduran FPV Os in analyzing their existing credit methodologies
and products introducing additional modifications and/or new products altogether.

2. Limits on the Short Term Technica Assistance

Asdiscussed earlier in this report, one of the problems faced during the initial operating
period was that our short term consultants working with Tier | institutions received
numerous requests from the institutions they were working with for additional work that
went beyond the specific scope of work that had been negotiated with the institution and
with the consultant. While we can attribute this to an effort to please on behalf of our
consultants and a desire by these institutions to exploit this technical assistance as much
aspossible, it did lead to adilution of efforts which in turn resulted in some tasks not
being compl eted to the degree which had been anticipated.
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While we are still waiting for formal feedback from the Tier | institutions that we
provided assistance to over the last three months, we already know that thisis an area that
we will have to control better over the coming year. As new consultants are brought in to
provide assistance to Tier | and Il ingtitutions in this next year, CARANA has to be more
careful in instructing consultants not to carry out tasks unless they are specifically stated
in their written scopes of work. We will also make this same request to the recipient
FPVOs.

3. Greater Spread on Technical Assistance

While CARANA did meet its technical assistance level of effort targets for the period
through December 2000, this technical assistance was heavily concentrated among three
Tier | institutions. The plan had called for a concentration of efforts on Tier | institutions
(50% of the effort), but also called for some technical assistance to Tier |11 ingtitutions,
additional assistance to the overall MIS effort, as well asin carrying out the training
program.

CARANA intendsto correct thisin 2001 by beginning an extensive effort with the Tier 11
institutions and in the MIS area.

4. Improved Training Segmentation

A fourth area where we received some important feedback (in spite of the very high
ratings achieved in each of the training courses) was in the need to better target the
audience and provide more specialized training in some cases. For example, a seminar
on credit methodologies at the board of directors or management level, would be very
different from one given at the loan officer level. At thistime, attendance is offered on a
first come first serve basis given the high demand for this type of training.

To correct this problem in 2001, CARANA hopes to begin offering more specialized
training for target groups. This should result in even better results, with the material
geared towards a specific target group wherever possible.

H. KEY ISSUES FACING THE PROJECT AT THISTIME

The project currently faces two key issues which are briefly discussed below.

1. Relationship with Fundacion Covelo

There has been some friction between Covelo and CARANA during thisinitia period
which can be attributed to a number of factors. Probably the most important of theseis
CARANA's desire to maintain a certain level of independence from Covelo in order to

establish greater credibility among the FPV Os network. We believe that thisis necessary
given that while member FPVOs understand that they must work with Covelo 2™ story
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operations, these same FPV Os compete against Covelo's 1% story operations and are
concerned by the potential conflict of interest within Covelo's structure.

Our desire to maintain this level of "independence” is directly contrary to Covelo's desire
to be much more involved in the technical assistance and that the FPV Os need to see this
technical assistance as being directed by Covelo. Covelo's management believes that this
is necessary in order to strengthen Covelo's hand as the 2™ story lending operation that
supervises the USAID loan funds (and other funding) that theses FPV Os receive.

The above has led to a conflict in which the CARANA team feels that Covelo wants to
control and direct the technical assistance, while Covelo's management feelswe are
shutting them out of the technical assistance component of the project.

In meetings held in December between Covelo's general manager, Juan José Lagos, and
CARANA's project manager, Carlos Torres, the above situation was candidly discussed
and both sides agreed on the need to work closely together to resolve thisissue. We
believe that this problem can be resolved with improved coordination and communication
but will require a greater degree of communication and trust. The USAID project
manager is also actively involved in helping to resolve thisissue.

2. Personndl Issues

In December, CARANA Corporation made the decision to cancel the contract for the
resident chief of party's contract (Jeff Dorsey) under this project. This decision, which
was discussed with both USAID and Covelo prior to its implementation, was made on the
basis that CARANA's management felt that Mr. Dorsey was not providing the necessary
leadership required for a project of this complexity, and that his technical and managerial
skills were not meeting the needs of the project.

CARANA has begun the search for anew COP, however, in the short run our resident
technical assistance advisor, José Luis Lozano, has temporarily taken over the
responsibilities of the COP. CARANA's Project Manager, Carlos Torres has also stepped
up his management role to help fill in for thistemporary vacancy. We do not fed that the
performance of the project, or our ability to meet the targets in our 2001 work plan will
be jeopardized in any way by this decison. We are very pleased with the performance of
our resident technical advisor and are confident in his ability to manage the project over
the next few months.

As pointed out in the next section, the budget savings as a result of not having second
resident in place over the short run will result in the ability to field additional short term
consultants that are very much in demand in this project at this time.

3. Short Term Technical Assistance

Theinitia project design called for avery high level of short term technical assistance
over the life of the project, however, due to budget constraints, only 300 man days were
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budgeted in the task order for specialized short term T/A and training activities. Asa
result of the budget modification which was approved in September of 2000, the short
term T/A and training LOE was increased to approximately 400 man days.

However, the needs of the individual FPVOs and Covelo 2™ and 1% story banking
operations are such that an even greater level of short term technical assistance is
required if we are to achieve the impact that we desire. In aworking session with
Covelo, we estimated a need for 250 man days just to cover the needs in the Covelo work
plan for the six month period through June of 2001. The wide range of skills required to
provide this assistance makes it difficult to meet these needs with just the long term
residents.

The cost savings as aresult of some of the decisions made to date will free up additional
budget to cover part of the deficit in the short term technical assistance needs.
Furthermore, for each day saved in the long term COP position, the project gains an
additional two days of much needed short term TA budget. Asaresult, in the short term
(next two or three months) CARANA is suggesting that we not replace the COP position
unless an exceptional candidate isidentified during this period. In light of the needs of
the project in the long run, we believe that USAID, Covelo and CARANA should discuss
the trade off between short term technical assistance needs and the requirement for a
second resident.
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1. PRELIMINARY WORK PLAN FOR 2001

In November, CARANA staff began developing awork plan for 2001, with a greater
focus and level of detail on the first six months of the year. At the sametime, the 2™
story operations division at Covelo aso prepared a draft document of their work plan for
2001 which called on CARANA to assist them in avariety of areas. In apreliminary
meeting held on December 5", these two work plans were reconciled, and this was used
to further focus the CARANA work plan through June of 2001.

The preliminary work plan calls for CARANA to assist Covelo in three different areas;
genera technical assistance to the FPV O network, assistance in the delivery of atraining
program, and assistance to Covelo's 1% and 2™ story credit operations. Some of the key
points in each area are highlighted below:

Genera Technical Assistance to the Network FPVOs

Assistance in developing a strategy for a system wide MIS solution for Honduras;
Assistance with the development of new products and improved coverage in new
areas,

Strong specialized technical assistance to Tier || FPVOs;

Continued but limited assistance to Tier | FPVOs

Continued assistance to strengthen the Boards of the FPV Os

Preliminary assistance to Private Banks interested in microfinace

Analysis of the potentia for a Credit Bureau in Honduras

Assistance with Impact Analysis

Training Program

Development of a more aggressive training schedule (ten themes for all of 2001)
Specific training in (the final list will be developed by Covelo and CARANA)

> Loan Recovery Methodol ogy

CAMEL Andyss

Solidarity Lending

Marketing and Promotion

Market Analysis

Andyzing Financia Performance

V V.V VYV

Assistance to Covelo

Assistance to Covelo's 1% Story banking operation
Assistance to strengthen Covelo's 2™ Story banking operation
Assistance in implementing the new regulatory environment
Strategic planning with the Covelo Board

On the following page, we have presented a preliminary table showing the Short Term
Technical Assistance and Training needs required in order to accomplish the above in
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PRELIMINARY TECHNICAL ASSISTANCE PROGRAM - 1/1/01 TO 6/30/01
ESTIMATE OF REQUIRED SHORT TERM TECHNICAL ASSISTANCE REQUIERMENTS

ACTIVITY
TRAINING
Courses (5 courses X 6 das)
Board of Director Training -
Continuation of the process begun in
Oct of 2000

FUNDACION Covelo

- Board of Directors
Preparation for Planning Session
Planning Session (2 consultants)

- Covelo 1st Story Operations
Revision of the existing diagnostic
work
T/A in Credit Methodology, etc.
T/A in Administrative and Back
Office Issues

- Covelo 2nd Story Operations
Strengtheing of Supervision
Function; CAMEL Analysis

OTHER
Credit Bureau (Initial Feasibility and
Seminar)
Regulatory Environment

Management Information System for
Honduras (Support at the Strategic
Leve)

T/A Tier | (ODEF, FINSOL, HDH) 1
week at each

T/A Tier Il (WR & Finca) 5 weeks
each

Impact of Microfinance on
development, etc.

Support to Private Commercial
Banks - Prefeasibility Analysis

Total Estimated Short Term TA and
Training LOE Needs

CARANA Corporation

Days

30

12

10
10

12
42

18

12

12

18

60

248

Relationship with the Covelo
Work Plan
11E 31

11E 31

4.0

11A,11B,11E 116G
11A,11B,11E 116G

11A/11E

3.2

1.1d
(Support via the PEP Project) 1.2

11C

11A,11B,11E 116G

11A,11B,11E 116G

N/A (Peticion USAID)

N/A (Long Term Resident Function)
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asix month period. This short term budget is further supported by the efforts of the
technical resident advisor who will also carry out specific technical assistance tasks. This
table represents a preliminary summary of the short term technical assistance
requirements. It shows aneed for roughly 250 days of short term technical assistancein
addition to the support provided by the resident advisor. While the 250 days exceeds the
current availability in the budget, as a result of some of the savings discussed in the
previous section most of this should be possible.

In afollow-up meeting between Covelo, CARANA and USAID on December 14™, this
document was reviewed and some of the activities were further prioritized. This process
will continue into January and is being coordinated by our resident technical assistance
advisor. In January, CARANA's project manager will visit Honduras to finalize the work
plan with Covelo and present afinal version to USAID for approval.

In the mean time, CARANA is proceeding on several fronts to begin the implementation
of project activitiesin early 2001. Within the first six weeks of 2001, we anticipate
fielding consultants and staff to begin working on supporting Covelo's first story
operations, initiate the planning and strategy sessions with Covelo's board of directors,
initiate the credit bureau activity, and initiate the MIS strategy analysis.
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A. ANNEX - CHRONOLOGY OF ACTIVITIES: JULY THROUGH

SEPTEMBER 2000

Fecha Resultado Objetivo I nstitucion

12.07.00 | Inf. # 001-00 | Plan capacitacion aOPDsjul / dic | Covelo Il

12.07.00 | Inf. #002-00 | Seleccion consultor ¢/p - FINSOL | FINSOL

12.07.00 | Inf. # 003-00 | Seleccion consultor ¢/p - ODEF ODEF

12.07.00 | Inf. # 004-00 | Seleccion consultor ¢/p HDH HDH

15.07.00 | Inf. # 005-00 | Diagnostico y requerimiento A/T a|Covelo |
Covelo |

18.07.00 | Inf. #006-00 | Informe del  Diagnostico  y|Coveloll
requerimiento de A/T a8 OPDs

25.07.00 | Inf. #007-00 | Presentacion  proyecto  nuevo| USAID
director de USAID

26.07.00 | Inf. # 008-00 | Proceso para adquisicion mobiliario | USAID
oficinadel proyecto

10.08.00 | Inf. # 009-00 | Presentacion y sustentacion | ODEF
diagnostico y requerimiento A/T

10.08.00 | Inf. # 010-00 | Presentacion y sustentacion | FINSOL
diagnostico y requerimiento A/T

15.08.00 | Inf. #011-00 | A/T a Covelo | —Reglamento para| Covelo |
Créditos Pegquefia Empresa

21.08.00 | Inf. # 012-00 | Presentacion y sustentacién | Finca
diagnostico y requerimiento A/T

21.08.00 | Inf. #013-00 | Presentaciéon y sustentacion verbal | USAID
inf. #011-00

22.08.00 | Inf. #014-00 | A/T aFINSOL — Trabajo operativo | FINSOL
en agencias

01.09.00 | Inf. # 015-00 | Presentaciéon y sustentacion verbal | Covelo |l
inf. # 09, 010, 012y 014

01.09.00 | Inf. #016-00 | Presentaciéon y sustentacion verbal | USAID
inf. # 09, 010, 012, 014y 015

01.09.00 | Inf. # 017-00 | Presentacién informe Diagnostico y | Covelo |
requerimiento de A/T a9 OPDs

01.09.00 | Inf. # 018-00 | Presentacion informe Diagnostico y | USAID
requerimiento de A/T a9 OPDs

05.09.00 | Inf. # 019-00 | Presentacion y sustentacién | HDH
diagnostico y requerimiento A/T

07.09.00 | Inf. #020-00 |A/T a ODEF — Trabajo operativo| ODEF
en agencias

12.09.00 | Inf. #021-00 | Presentacion y sustentacion verbal | Covelo |l
inf.#19y 20

12.09.00 | Inf. #022-00 | Presentacion y sustentacion verbal | USAID

inf. #19y 20
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Fecha Resultado Objetivo I nstitucion
22.09.00 | Inf. # 023-00 | Proceso para adquisicién mobiliario | USAID

oficina del proyecto
04.10.00 | Inf. #024-00 | Téminos de Referencia e inicio| ODEF
A/T corto plazo
04.10.00 | Inf. #025-00 | Términos de Referencia e inicio| FINSOL
A/T corto plazo
04.10.00 | Inf. #026-00 | Términos de Referencia e inicio| HDH
A/T corto plazo

Comentarios

[12.07.00 | Inf. # 001-00 | Plan capacitacion aOPDsjul / dic | CoveloIl |

Uno de los aspectos fundamentales para € fortaecimiento de las instituciones que
integran la Red de la Fundacion COVELO, son los eventos de capacitacion, por lo tanto
se llevaron a cabo reuniones de trabajo con representantes de la Fundacion con la
finalidad principa de coordinar un Plan de Capacitacion y fortalecer técnica y
operativamente a persona y a miembros de las Juntas Directivas de las OPDs.

[12.07.00 | Inf. # 002-00 | Seleccion consultor ¢/p - FINSOL  [FINSOL |

De acuerdo a informe de diagnostico y los términos de referencia resultante de nuestra
visita en FINSOL, se sustento a Director del Proyecto la necesidad de contar con €l
consultor Licenciado Elvis Alva, profesional con experiencia en microfinanzas y perfil
adecuado para mencionada organizacion.

[ 12.07.00 | Inf. # 003-00 | Seleccion consultor ¢/p - ODEF | ODEF |

De acuerdo a informe de diagnostico y los términos de referencia resultante de nuestra
visita en ODEF, se sustento a Director del Proyecto la necesidad de contar con €
consultor Licenciado Jorge Canseco, profesional con experiencia en microfinanzas y
perfil adecuado para mencionada organizacion.

[ 12.07.00 | Inf. # 004-00 | Seleccion consultor ¢/p HDH |HDH |

De acuerdo a informe de diagnostico y los términos de referencia resultante de nuestra
visita en Hermandad de Honduras HDH, se sustento a Director del Proyecto la necesidad
de contar con e consultor Licenciado Olivier Pierard, profesional ademéas de tener
experiencia en microfinanzas y perfil adecuado para mencionada organizacion, apoyo en
la primera etapa del diagnostico.

CARANA Corporation 23



15.07.00 | Inf. # 005-00 | Diagnostico y requerimiento A/T a| Covelo |
Covelo||

Para cumplir con € objetivo de redizar € diagnostico y determinar la asistencia técnica
necesaria para COVELO primer nivel, se llevaron cabo reuniones de trabajo con diversos
funcionarios de la Fundacion COVELO responsables de la gestion institucional del
primer nivel; asmismo, se redlizaron visitas a las agencias de Belén y San Isidro dos de
las agencias mas representativas y se llevaron a cabo trabgjos de indole administrativo
operativo.

18.07.00 | Inf. #006-00 |Informe del  Diagnostico  y|Coveloll
requerimiento de A/T a8 OPDs

Para cumplir con € objetivo de culminar € diagnostico y determinar la asistencia técnica
necesaria para ocho (8) organizaciones, se llevaron a cabo como primer y principal paso,
visitas de inspeccién in situ con las principales OPDs (abril a junio) y poder concluir con
un diagnostico de sus principales necesidades y la asistencia técnica necesaria para €
fortalecimiento institucional.

Las visitas se llevaron a cabo durante los dias comprendidos entre e 2 a 15 de abril y €
1a 20demayoy del 5a 30 dejunio del presente afio, comprendiendo las viditas a las
siguientes organizaciones, a saber:

World Relief Honduras (WRH)

FUNADEH-FINSOL

Organizacion de Desarrollo Empresarial Femenino (ODEF)

Instituto de Desarrollo de Honduras (IDH)

Fundacién Internaciona parala Asistencia Comunitaria Honduras (FINCA)
Hermandad de Honduras (HDH)

Familiay Medio Ambiente (FAMA)

Fundacién Covelo —primer nivel

NN E

25.07.00 | Inf. #007-00 | Presentacion  proyecto  nuevo| USAID
director de USAID

Para cumplir con la convocatoria recibida € pasado 11 de julio de parte de USAID-
Honduras, en la cual se presento y sustento a nuevo Director de la Misién Sr. Timothy
Mahoney € dia 26 de mismo mes, una breve resefia del proyecto asi como de la
asistencia Técnica a brindar de acuerdo al resultado del diagnostico.

26.07.00 | Inf. # 008-00 | Proceso para adquisicién mobiliario | USAID
oficinadel proyecto
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1. Se procedi6 junto a la Gerencia de Administracion y Finanzas y la jefe de Logistica
de la Fundacion COVELO a sdleccionar e mobiliario necesario guardando simetria'y
similitud con € mobiliario actual.

2. Se procedio ainvitar alos proveedores inscritos en € Registro de Proveedores de la
Fundacién COVELO.

3. Seprocedié arecibir las cotizaciones alcanzadas por los proveedores y se llevé a cabo
el cuadro de cotizaciones, considerando entre otros; disponibilidad, precios, garantia,
calidad y soporte técnico.

10.08.00 | Inf. # 009-00 | Presentacion y sustentacion | ODEF
diagnostico y requerimiento A/T

De acuerdo a las prioridades descritas en e Plan de Trabgo para € periodo julio-
diciembre 2000 se llevo a cabo visita a ODEF para presentar y sustentar € informe
diagnostico y la asistencia técnica necesaria como parte del proyecto.

10.08.00 | Inf. # 010-00 | Presentacion y sustentacion | FINSOL
diagnostico y requerimiento A/T

De acuerdo a las prioridades descritas en € Plan de Trabgo para e periodo julio-
diciembre 2000 se llevo a cabo visita a FINSOL para presentar y sustentar € informe
diagnostico y la asistencia técnica necesaria como parte del proyecto.

15.08.00 | Inf. #011-00 | A/T a Covelo | —Reglamento para| Covelo |
Créditos Pequefia Empresa

Cumpliendo con @ encargo recibido de la Gerencia General de la Fundacién COVELO,
se adjunto a presente informe sugerencias y comentarios a prospecto de Reglamento de
Crédito parala Pequefia Empresa a ser utilizado por COVELO primer nivel.

21.08.00 | Inf. # 012-00 | Presentacion y sustentacién | Finca
diagnostico y requerimiento A/T

De acuerdo a las prioridades descritas en € Plan de Trabgjo para € periodo julio-
diciembre 2000 se llevo a cabo visita a FINCA para presentar y sustentar € informe
diagnostico y la asistencia técnica necesaria como parte del proyecto.

21.08.00 | Inf. #013-00 | Presentacion y sustentacion verbal | USAID
inf. #011-00
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Se adjunto a informe en referencia las sugerencias y comentarios a prospecto de
Reglamento de Pequefia Empresa de la Fundacion COVELO, desarrollando una
sustentacion de los alcances a Sr. Armando Busmail.

22.08.00 | Inf. #014-00 | A/T aFINSOL — Trabajo operativo | FINSOL
en agencias

Se llevo a cabo un trabajo operativo en agenciay en campo con € personal de la Agencia
Medina responsable de candizar créditos individuales por las atenciones brindadas.
Referida agencia sirvié como base para llevar a cabo la visita en mencion, permitiendo
desarrollar un trabajo de campo en las colonias de Chameleco, Brisas del Rosario, Dos
Caminosy Villanueva

El trabgjo llevado a cabo permitié emitir algunas sugerencias y comentarios, 10s mismos
gue ayudaron a fortalecer y enfocar una mejor asistencia técnica que permita agilizar los
procedimientos y reglamentacion vigente, redundando por ende en beneficio para
FINSOL.

01.09.00 | Inf. # 015-00 | Presentaciéon y sustentacion verbal | Covelo Il
inf. #09, 010, 012y 014

Se adjunto a informe en referencia para conocimiento de la Fundacion COVELO los
diversos informes canalizados y entregados formamente a los Sres. de FINSOL, ODEF y
FINCA; referidos informes fueron acanzados personalmente llevando a cabo una
exposicion de la labor desarrollada.

01.09.00 | Inf. #016-00 | Presentaciéon y sustentacion verbal | USAID
inf. #09, 010, 012, 014 y 015

Se adjunto a informe en referencia para conocimiento del Sr. Armando Busmail los
diversos informes candlizados y entregados formamente a los Sres. de FINSOL, ODEF y
FINCA; referidos informes fueron acanzados personamente llevando a cabo una
exposicion de la labor desarrollada.

01.09.00 | Inf. #017-00 | Presentacién informe Diagnostico y | Covelo |l
requerimiento de A/T a9 OPDs

Se adjunto a informe en referencia para conocimiento de la Fundacion COVELO €
“Informe del Trabajo de Campo y Diagnostico realizado entre abril y junio del 2000".
Referido informe permitié dar inicio a la labor de la asistencia técnica de las principales
OPDFs en Honduras, miembros de la Red de la Fundacién COVELO.

01.09.00 | Inf. #018-00 | Presentacion informe Diagnostico y | USAID
requerimiento de A/T a9 OPDs
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Se adjunto a informe en referencia para conocimiento del Sr. Armando Busmail de
USAID € “Informe del Trabgo de Campo y Diagnostico realizado entre abril y junio del
2000". Referido informe permitié dar inicio a la labor de la asistencia técnica de las
principales OPDFs en Honduras, miembros de la Red de la Fundacién COVELO.

05.09.00 | Inf. #019-00 | Presentacion y sustentacion | HDH
diagnostico y requerimiento A/T

De acuerdo a las prioridades descritas en € Plan de Trabgo para e periodo julio-
diciembre 2000 se llevo a cabo visita a HDH, para presentar y sustentar e informe
diagnostico y la asistencia técnica necesaria como parte del proyecto.

07.09.00 | Inf. #020-00 | A/T a ODEF — Trabajo operativo| ODEF
en agencias

Se llevo a cabo un trabajo operativo con personal de Pequefia Empresa asi como con
personal operativo de negocios de agencia Progreso que permitieron desarrollar un
trabgjo de campo en |os departamentos y/o colonias de Cortes, Y 0joa, Potrerio, Progreso,
Chamelecon, Dos Caminosy Villanueva

El trabgjo llevado a cabo permitié emitir algunas sugerencias y comentarios, 10s mismos
gue ayudaron a fortalecer y enfocar una mejor asistencia técnica que permita agilizar los
procedimientos y reglamentacién vigente, redundando por ende en beneficio para ODEF.

12.09.00 | Inf. # 021-00 | Presentacion y sustentacion verbal | Covelo |l
inf. #19y 20

Se adjunto a informe en referencia para conocimiento la Fundacion COVELO, diversos
informes canalizados y entregados formamente a los Sres. de HDH y ODEF; referidos
informes fueron acanzados personalmente llevando a cabo una exposicion de la labor
desarrollada.

En la institucion de Hermandad de Honduras se puedo llevar a cabo una presentacion
ante los sefiores de la Junta Directiva.

12.09.00 | Inf. #022-00 | Presentacion y sustentacion verba | USAID
inf. #19y 20

Se adjunto a informe en referencia para conocimiento del Sr. Armando Busmail de
USAID, diversos informes canalizados y entregados formalmente a los Sres. de HDH y
ODEF,; referidos informes fueron acanzados persondmente llevando a cabo una
exposicion de la labor desarrollada.
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En la institucion de Hermandad de Honduras se puedo llevar a cabo una presentacion
ante los sefiores de la Junta Directiva.

22.09.00 | Inf. # 023-00 | Proceso para adquisicion mobiliario | USAID
oficinadel proyecto

Se procedi6 a redizar € proceso administrativo para la adquisicién de mobiliario para €
proyecto, asi como las gestiones pertinentes para requerir autorizacion formal en la
Oficina de Contratos en USAID.

CARANA Corporation 28



B. ANNEX B - EXECUTIVE SUMMARY: ASSISTANCE TO HERMANDAD
DE HONDURAS

CONSULTORIA USAID / CARANA Corporation
HERMANDAD DE HONDURAS - HDH

San Marcos Ocotepeque, octubre 22 a noviembre 13 del 2000
Consultor: Henry Cardona

Resumen Ejecutivo

1. Sistema Normativo y Administrativo

Se hizo la revision de los manuales de la organizacion (Manual de Perfil de Puestos y
Funciones, Manual de Administracion de Persona y Politica Saarial, Reglamento
Interno de Trabgjo y Manual de Operaciones del Programa de Crédito). A todos se les
mejord en la parte de su estructura, redaccion, ortografia y presentacion a la vez que se
reviso su aplicabilidad ala organizacion, haciendo |os gustes necesarios.

Como parte del informe se entregaran los documentos mejorados con € propésito de que
sean revisados y analizados por las personas responsables en Hermandad de Honduras,
hagan los gustes findes necesarios y los presenten a la Junta Directiva para su
aprobacion. Sera responsabilidad de la directiva mantener actualizados dichos
documentosy difundir los cambios en la medida en que estos se produzcan.

Como resultado de la asistencia técnica se expuso a la Direccion Ejecutiva 'y € personal
de la ingtitucién sugerencias y recomendaciones entre las cuales se puede mencionar las
siguientes:

Autorizar y reglamentar el Comité de Agencia para la aprobacién de créditos hasta
cierto monto (el reglamento de grupos solidarios lo dice pero no opera en la préctica).

Redlizar un andlisis de costo beneficio que permita definir s para Hermandad de
Honduras es conveniente y beneficioso que continle mangjando los ahorros de los
clientes y definir s hace uso de estos recursos para su intermediacion dado que son
menos costosos que otras fuentes. Hasta la fecha la entidad solo recibe los ahorros,
los deposita en un banco y retorna parte de sus rendimientos a los clientes.

De continuar con e sistema de ahorros este debe reglamentarse, definiendo las
politicas a respecto, cudl es € objetivo de los ahorros, periodos de entrega,
porcentaje que se reconocerd como rendimientos, etc.
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2.

Deben también establecer un sistema de informacidn periddica a los clientes mediante
el cua €elos conozcan su saldo y rendimientos, dandole mayor transparencia y
confiabilidad al sistema.

Establecer un tope a los ahorros para que € monto ahorrado por los clientes no se
convierta en una barrera para continuar obteniendo crédito por medio de Hermandad
de Honduras.

Debe asegurarse que las decisiones que afectan el otorgamiento de crédito sean
difundidas, conocidas y aplicadas por todo € personal. El trabao desarrollado en
agencias permitié constatar que una directiva referente a monto de los ahorros por
crédito, no se estaba aplicando uniformemente.

Aungue los reglamentos establecen normas acerca de los plazos y montos de los
financiamientos, es necesario tener mas en cuenta la capacidad de pago y la necesidad
del cliente, especiamente cuando éste ha demostrado un buen comportamiento. Se
puede ser mas flexibles, extendiendo los plazos un poco cuando se detecta que no
existe la capacidad de pago suficiente para cumplir y evitar que € cliente caiga en
mora. Hermandad de Honduras también debe tener en cuenta la disponibilidad de
recursos durante determinados periodos del afio en los cuales puede ser mas flexibles
para colocar mas recursos entre sus clientes en lugar de tenerlo guardado en e banco.

Aspectos Operativos

La asistencia técnica permitié analizar e procedimiento para otorgar los créditos y en
resumen se hicieron sugerencias y recomendaciones a la Direccion Ejecutiva y
funcionarios entre otras podemos mencionar:

Para poblaciones que no justifiquen la existencia de asesores especializados (atienden
solo un tipo de crédito: individual o solidario), se recomienda que exista un solo
asesor atendiendo los dos tipos de cartera. Esto mejorara el aprovechamiento del
tiempo y reducira costos de atencion. Ademas tiene la ventgja de que s algunos
miembros de los grupos solidarios se gradian, puede seguir atendiéndolos € mismo
asesor sin perder esta cartera. Los resultados del asesor que maneja los dos tipos de
cartera son positivos y no se ha demostrado que exista inconveniente alguno para
aplicar esta alternativa

La visita prepago no deberia ser obligada para todos los grupos. Si e asesor tiene un
buen conocimiento del grupo, podria aprovechar ese tiempo en la promocion del
programa, € andlisis de nuevos créditos, preparar créditos subsiguientes, reunir
grupos con problemas de integracion, etc.

Autorizar a los Comités de Agencia niveles de autonomia adecuados para aprobar
hasta determinado monto de crédito (L. 15,000.00 o L. 20,000.00). Actual mente todos
los créditos son vistos por € Comité de Crédito Interno (oficina central) lo cudl,
ademés de recargar su tarea, genera algunas dificultades o demoras en la atencion de
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los clientes: & nuevo andlisis queda para la sesidn de la siguiente semana y la entrega
del crédito se aplaza por € mismo periodo.

Las visitas en agencias permitié analizar y sustentar posteriormente a la Direccién
Ejecutiva que como medida sana de control y oportunidad de crecimiento de la
cartera, todos los expedientes deberian ser mangjados en cada una de las Agencias
bajo la responsabilidad del Jefe de Agencia. Actuamente las agencias solo cuentan
con los expedientes de los grupos solidarios y los demas son mangjados en la oficina
central en San Marcos. Esta situacién acarrea demoras para atender un nuevo crédito
individual pues €l asesor debe solicitar € expediente y esperarlo para iniciar su
trabgjo, sin contar que en ocasiones su solicitud no es atendida oportunamente.

Permitir que en algunos casos e primer crédito de un grupo solidario se pueda hacer
con tres integrantes. En varias ocasiones € asesor logra reunir de 4 a 6 posibles
integrantes y durante el proceso, por variadas razones, e grupo inicia se va
reduciendo llegando a quedar solo 3 de ellos 'y & proceso se suspende hasta que se
logre a menos € cuarto integrante. Esta norma hace que el proceso sea costoso o que
en ocasiones se pierda € esfuerzo realizado. El primer crédito podria desembolsarse
con tres integrantes pero condicionando el subsiguiente a la existencia de a menos un
cuarto miembro. El grupo contaria con 4 meses para lograr a menos € miembro que
fata

Cada agencia debe tener una lista actualizada de sus clientes con direcciones de su
negocio y/o vivienda. Cuando se presenta la necesidad de remplazar a un asesor, se ha
tenido dificultades en identificar la localizacién de sus clientes puesto que é conoce
la informacién pero no la actualiza en ninguna parte. Quien recibe esa cartera debe
hacer un trabgjo de investigacion de dichos clientes por medio de referencias 1o que
es dispendioso.

El asesor no deberia involucrarse tanto en las labores del abogado en la etapa de
cobro prejuridico y juridico (entrega las notas de cobro, citaciones, investiga sobre
bienes del cliente, asiste a las citas con |os jueces, etc.) pues corre € riesgo de perder
la confianza que @ cliente le tiene y con dlo mayor dificultad en la recuperacion de
los recursos. Deberia contemplarse la alternativa de que fuera € cobrador € que se
encargara de hacer este apoyo; con ello € asesor podria dedicarse a aumentar su
carteray mantenerla sana.

Contratar abogados que no sean de la zona o0 poblacion en la cual se tienen casos de
dificil recuperacion. Ademas dd escaso interés de los abogados por este tipo de
cartera debido a los montos, caracteristicas de los clientes y dispersion, es frecuente
gue no hagan los esfuerzos necesarios cuando se trata de personas conocidas,
relacionadas 0 conocidas por otras personas en la poblacion que se encuentran dentro
de su circulo social o labord. Abogados de otras partes (externos) pueden enfrentar
mejor estos casos a no tener vinculos que les impidan actuar. Una vez a la semana
podria desplazarse ala zona a atender 10s casos que se le entreguen.
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Los formatos empleados con frecuencia no son diligenciados correctamente en la
parte de la direccion exacta del cliente, la ubicacion de la empresa, las referencias que
son investigadas. Esta es una informacion importante para la identificacion del cliente
y la evaluacion de su calidad como tal. Las direcciones deben ser meor
documentadas asi sea por indicaciones de ubicacion tanto de su vivienda como de la
empresa; aungue se mencionan, por lo general no se documenta la informacion sobre
guienes son las referencias, qué relacion tienen con € solicitante y cua fue su
comentario. Tampoco se documenta la informacidn de otras referencias que el asesor
pueda haber investigado por sus propios medios (microempresarios Vecinos);
tampoco se tuvo evidencia de que se investigara la referencia de la persona que les
alquilad local o vivienda, que debe ser obtenida en tales casos.

Los formatos deben actualizarse, reducirse y mejorar su presentacion (originales muy
deteriorados cuyas copias son deficientes). La Ficha de Ingreso para Clientes en
Grupo debe ser igual ala Solicitud de Crédito Individual. En esencia la informacion
es lamisma en ambas, se trata de datos del cliente como persona, de la actividad de la
cual devenga sus ingresos y las referencias. Podria denominarse Informacion General
del Solicitante, no diferenciando si es para determinado tipo de crédito. En tal caso, la
informacién sobre financiamiento que se encuentra en la Solicitud de Crédito
Individual deberia aparecer a principio de la hoja de Resolucion del Comité de
Crédito.

Para los créditos subsiguientes debe informarse s ya se ha superado algin problema
gue haya incidido en la puntualidad de los pagos del crédito anterior. En un
expediente analizado por e Comité de Crédito, el asesor se referia a los problemas de
pago del crédito anterior y recomendaba € nuevo financiamiento sin comentar s ya
se habian superado las causas que originaron € incumplimiento. Tampoco e Comité
de Crédito se habia percatado de la necesidad de que e asesor explique la situacion.

Las evaluaciones econdmico financieras que se hacen cada determinado nimero de
créditos, deben llenarse con mayor andisis de la informacion. La que se consigna en
los formatos no se justifica. Comparando situaciones entre un crédito y otro, se
encuentran cambios que merecen ser explicados. Razones para que los activos fijos o
endeudamiento hayan crecido tanto 0 se hayan reducido; justificar los cambios tan
abruptos en la rentabilidad de la empresa, etc. Al parecer esta informacion se obtiene
sin hacer su respectivo andlisis y como requisito para un nuevo financiamiento, lo
cual no tiene sentido.

Degjar un margen de pérdida en los casos de productos perecederos. Con frecuencia
los mérgenes de utilidad que presentan los microempresarios que venden frutas,
verduras y otros productos de esta naturaleza son elevados debido principamente a
gue € asesor, en d caculo de la inversion, vende  mismo nimero de unidades
compradas. No considera que parte de esos productos se pierden o deterioran y/o
deben venderse a un precio decreciente en la medida que se envejece.
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En las agencias deberia tomarse mas en cuenta la opinion de la Asistente. Es una
persona que atiende a interesado y a los clientes en todas las oportunidades que
visitan las oficinas. cuando van a solicitar informacion, participar en charlas, liquidar
el pago, firmar pagarés, constituir garantias, etc., razon por la cua puede manejar
informacién valiosa sobre las caracteristicas de los clientes, comportamiento en
grupo, informacion que suministrada y actitudes particulares entre otras posibilidades.
La capacitacion y entrenamiento de esta persona debe ser muy cuidadosa dada la
informacion que mangjay puede ser involucrada mas en e andlisis de |os casos.

Se realizo trabajo operativo en oficina central y permitio anadlizar que es necesario
Citar a los grupos a diferentes horas para € desembolso. En algunos casos € asesor
cita todos los grupos a una misma hora y quienes llegan puntuales tienen que esperar
toda una tarde para recibir su crédito. Esto ocasiona malestar en los clientes a no
considerar que en buena medida ellos acuden a las oficinas cerrando € negocio o
dejandolo en manos que no conocen del todo su movimiento.

Es necesario mgjorar € flujo de informacion de la oficina central hacia las agencias.
Debido a que no se encuentran sistematizadas y en red las diferentes agencias, €
sistema de correo hace que en oportunidades se tengan retazos debido a las siguientes
razones. No llegan oportunamente los estados de cuenta (historia de pago), no se
reciben los reportes de mora semanamente, no llegan los expedientes de crédito
individual solicitados, y para agilizar se crea un nuevo expediente que después no se
sabe s seintegra a que se encuentra en la oficina central, no llegan los documentos a
devolver d cliente (pagarés, escrituras, hipotecas),

3. Plan de Incentivos

Hermandad de Honduras tiene una rotacion de personal elevada que se traduce en un
costo adiciona para la ingtitucion, en un impedimento para € crecimiento sostenido de
sus operaciones y €l logro de una mayor cobertura 'y sostenibilidad. En buena parte esta
situacion se deriva de la fata de definicion de un plan de incentivos y/o de la mejora
sdaria que se ha prometido sin llegar a ser cumplida

Aunque las directivas han estado trabgjando en estos aspectos, no han tenido claro en que
consisten los incentivos y estaban disefiando beneficios laborales para los empleados de
la entidad como seguros de vida, medico hospitalarios, alimentacion y transporte en horas
de trabgo extraordinario, etc. que en definitiva no se traducen en incentivos. Un
incentivo debe ser especificamente un mayor ingreso para € empleado dependiendo del
logro y superacion de las metas establecidas.

En reuniones con la Direccion Ejecutiva, Gerente y Subgerente de Crédito y €
Administrador, se definieron las pautas para establecerlo, con las siguientes
caracteristicas:

Dependerd basicamente de dos factores. cartera vigente e indice de morosidad. El
incentivo no se otorgaria si no cumple con los dos parametros simultdneamente.
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Hermandad de Honduras debe definir el monto de la cartera vigente que debe mangar
el asesor dependiendo de s es individual, solidaria 0 combinada; también tendra en
cuenta s es una cartera concentrada o dispersa.

El indice de morosidad maximo esta definido en 3% para grupos solidarios y 4% en
carteraindividual. El incentivo debera premiar menores indices de morosidad.

En principio se parte de un incentivo del 2% de los intereses corrientes recibidos s €l
asesor cumple con los dos requisitos iniciales, ademas se premiardn indices de
morosidad menores.

El vaor liquidado de incentivo debe distribuirse entre las personas que han
contribuido a dicho logro. Por €ello esta determinado que dicho total se distribuya
entre €l total de persona de agencia.

Se hizo la observacion de que la Asistente tiene una alta carga operativa en todo €
proceso y que valdria la pena estudiar la posbilidad de que reciba un mayor
porcentaje (15%7?)

La liquidacion y pago de incentivos deberia hacerse mensuamente, haciendo la
claridad de que s € asesor mantiene la cartera vigente minima seguira recibiendo €
incentivo, recibiendo un mayor incentivo s su cartera crece. También se preocupara
de que su cartera no se reduzca drésticamente en determinados periodos del afio como
generalmente ocurre y estara pendiente de que lamorosidad no se eleve.

El plan debera definirse conjuntamente con representantes del personal de campo
para que cuando entre en vigencia tenga aceptacion y hayan tenido la oportunidad de
exponer sus puntos de vista a través de su participacion. En muchas ocasiones |os
planes de incentivos son propuestos e implementados desde las directivas sin
conocimiento y participacion de la base.

La Junta Directiva debe ser mas abierta a la implementacion de planes de incentivos,
analizando mas @ lado de los beneficios para la ingtitucién como € potencial de
colocacion y crecimiento, sanidad de la cartera, cumplimiento de objetivos y logro de
la auto sostenibilidad, que ver los egresos por dicho concepto o los ingresos para €
persona de campo.

Actualmente en forma globa la organizacién se encuentra logrando excedentes y
tiene la capacidad de establecer un plan de incentivos que seguramente mejorara
dicha posicion sustanciamente s acepta este reto. Asi mismo obtendra una mayor
estabilidad del recurso humano, que le ha costado formarlo y que no abunda en la
region.

Es necesario que, de acuerdo con la experiencia, se establezcan metas que sean
alcanzables y se conviertan en algo atractivo para los asesores por su posibilidad de
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logro. Anteriormente se han establecido incentivos que no se han dado en la practica
por tener metas no reales.

Se contemplé la dternativa de un plan de incentivos basado en la colocacion de los
recursos (nimero de grupos o créditos individuales mangjados por asesor e indices de
morosidad) siendo a parecer mas complejo. Aunque no se descarté se estudiara tal
posibilidad. De todas formas se debera tomar la decisién para su presentaciéon a la
Junta Directiva.
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C. ANNEX C - EXECUTIVE SUMMARY: ASSISTANCE TO FINSOL

CONSULTORIA USAID / CARANA Corporation
FINANCIERA SOLIDARIA SA.
-FINSOL -

San Pedro Sula, octubre 04 a noviembre 10 del 2000
Consultor: Elvis Alva

Resumen Ejecutivo

1. Consultoriaen € Area de Créditos
a Simplificar la documentacion de la evaluacion crediticia

Luego de una labor operativa de campo con personal de negocios y administrativa en
agencias se elaboro y sustentd d redisefio de los formatos de evaluacion crediticia lo cual
significo la reduccion del uso de un promedio de doce (12) a sblo cuatro (4) formatos,
gue representan: la solicitud de crédito, evaluacion del cliente (cualitativa), evaluacion de
negocio (financiera) y aprobacion de crédito (propuesta del asesor y resolucion del
Comité de Crédito).

Los nuevos formatos propuestos, fijan adecuadamente e conocimiento de las fases de
evaluacion crediticia, reducen substancialmente € uso de formatos, incrementan la
efectividad de la labor de los asesores de crédito por la reduccién de la carga de trabajo
adminigtrativa e incrementan la cobertura de atencién a potenciales clientes; finalmente,
todas estas ventgjas contribuirdn a agilizar e servicio hacia los clientes, consolidando el
crecimiento de la cartera de créditos y areducir costos operativos.

b. Simplificar € proceso de aprobacion y desembolso de los créditos.

La asistencia operativa se extendié a estos aspectos por su incidencia en los tiempos de
servicio a cliente, concluida la asistencia, con € apoyo del persona del persona y con €l
compromiso de la Gerencia General de implementar en € corto plazo nuestros
planteamientos.

Considerando que € tramite de los desembolsos de créditos nuevos demora hasta una
semana debido a que € aplicativo de computo ABANKS ha sido redisefiado para operar
por ciclos y € proceso de migracién de datos debe redizarse los fines de semana porgue
toma algo mas de 24 horas. A través de las coordinaciones efectuadas con e Gerente de
Sistemas se planted entre otros:

Lainterconexion de latotalidad de las agencias, a un costo razonable.
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Iniciar un plan piloto, para ingresar diariamente la informacion los créditos
aprobados.

Eliminar la interface y habilitar é mddulo BRUNCH para ingresar las solicitudes
diariamente y programar de igual formalos desembolsos de créditos.

Implantacion del modulo de ingreso de informacion con fecha valor, con la finalidad
de procesar |os pagos reportados tardiamente por €l Banco antes del cierre mensual.

El desarrollo de un modulo que permita el acceso y control de pagos parciades de
cuotas vigentes y vencidas.

La labor desarrollada en oficina central como en agencias permitié enfocar la asistencia
técnica a la Implantacion del médulo de ventanillas para atencién a publico, para lo cual
se presento y sustento ala Gerenciay persona de funcionarios la necesidad de:

Redisefiar € contenido de las boletas, con la finalidad de que sdlo consigne los datos
de las cuotas, eliminando la informacion de detalle: del cliente, asesor de créditos,
préstamo y tasas de interés.

Redisefiar € procedimiento para que las agencias recuperen las boletas en sus
localidades, este cambio en € procedimiento, permitira recuperar las boletas a mas
tardar en 24 horas, 1o cual, representa un gran beneficio comparado con los seis (6)
dias que tardan |os bancos en remitirlos al area de Tesoreria.

Que la Gerencia de Sistemas instale @ moédulo de ingreso de las boletas en las
agencias a fin de que las asistentes administrativas efectlen € ingreso de datos de las
boletas en las agencias respectivas, este cambio, reducira los margenes de error y
agilizard el proceso de lainformacion sobre las cobranzas.

Que d area de Contabilidad transfiera las conciliaciones bancarias y € giro de
cheques a Tesoreria, por corresponder a esta area, este cambio originara una
reduccién importante de personal en € area contable.

El area de Tesoreria debera realizar las funciones de conciliacion de cuentas bancarias
y giro de cheques, lo cua, le permitird gjecutar una labor eficiente de planeamiento de
los desembolsos y obtencion oportuna de recursos para la atencion de los
desembol sos.

También se evalud la conveniencia de implementar una ventanilla de atencion, en una
agencia, que centralice la cobranza de los créditos que presentan cuotas vencidas.
Esta implementacion permitira identificar plenamente a los clientes que efectlian
pagos parciales y evitar dificultades en los procesos de conciliacion de saldos.

2. Importanciadd andlisis de mercado y la determinacion de estrategias en €
desarrollo del Plan Estratégico.

a Situacion del mercado en algunas agencias

Potenciar las agencias Medina y Satélite dotandolas con e numero adecuado de
asesores de crédito para lograr una mayor cobertura del mercado potencia y dotarlas
de la infraestructura'y mobiliario adecuados para brindar un mejor servicio a cliente
y generar un ambiente motivador en e personal operativo.
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En & caso de la agencia Progreso, potenciar la venta de los créditos a la pequeiia
empresa, mediante la aplicacion de una estrategia de pre-venta por parte de la agencia
complementada con la participacion de los oficiales de crédito para gecutar €
proceso de evaluacion crediticia. Tanto en € caso de esta agencia como en la de la
Ceiba es factible lograr una mejor cobertura de atencion y masificacion de los
créditos desarrollando una estrategia comercial orientada a la promocion a los
productos que ofrece FINSOL (detalles en € siguiente punto).

b. La competencia en e mercado

Meorar las condiciones de los créditos: eliminando montos minimos y crecimiento
escalonado, disminuyendo tasas de interés en re-prestamos a clientes puntuales,
vender las rebgjas en tasas a través de la disminucion de las cuotas y flexibilizar la
conformacion de los grupos solidarios concediendo real autonomia a los clientes para
agruparse. Estas medidas se orientan a lograr fidelidad e identificacion del cliente con
FINSOL, contrarrestando € efecto ocasionado por la penetraciéon de la competencia
en las zonas de ata concentracion de clientes.

Formular un plan comercia, que incluya campafias de promocion orientadas a
compensar a los clientes que presenten a nuevos potenciales clientes, que califiquen
para los préstamos solicitados, con: canastas de productos alimenticios, cocinas,
planchas, etc. a un bgjo costo y la asignacién de una remuneracion variable a los
asesores de crédito.

Promover la participacion de los jefes de agencia, en la eaboracion del Plan
Estratégico, con la finalidad de que expongan y sustenten las fortalezas y debilidades
del mercado que atienden y se evalte en € andlisis FODA s estas concuerdan con las
metas que se proponen acanzar en e siguiente periodo. A invitacion de la Gerencia
Genera se participd con € personal en € desarrollo del plan estratégico, definiendo
lamisién, vision y efectuando € andlisis del entorno.

Revisién analitica de las politicay reglamento de créditos.
a Flexibilizar las politicas de crédito

Disminuir la exigencia de garantias fiduciarias, debiendo establecer una cobertura
adecuada ddl riesgo, mediante el fortalecimiento de la evaluacion créditos.

Implementar un comité compuesto por asesores de créditos con autonomia, sin la
participacion del jefe de agencia, para aprobar créditos entre Lps. 3,000 y Lps. 25,000
(equivalentesaUS $ 400y US $ 1,667), esta medida: reducira la carga de trabajo del

Jefe de Agencia, lo cual, redundara en una mayor supervision de los créditos y
fortalecera la formacion de los asesores de créditos

Conceder total autonomia a los Jefes de Agencia para la aprobacion de créditos
(incluso aquellos con garantia hipotecaria) hasta € tope de Lps. 50,000 y que a partir
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del tope fijado en & punto anterior, que en estos comités participe e proponente del
crédito ya sea asesor de crédito o jefe de agencia

Segmentar la cartera de clientes clasificados en e nivel de subsistencia, en funcion: al
nivel de ingresos que generan sus negocios y a nivel de capitaizacion logrado por la
unidad familiar. Esta medida evitara otorgar montos significativos a este segmento,
disminuyendo € nivel de riesgo de la cartera de créditos en € nivel de subsistencia

Flexibilizar las politicas para que los clientes tengan real autonomia para conformar
los grupos solidarios, tres es un nimero de integrantes razonable para € primer
crédito y para € caso de los clientes que tienen experiencia crediticia con FINSOL y
han presentado un buen récord de pagos, se les deberia permitir formar grupos de dos
integrantes combinando garantia de aval solidario con garantia prendaria de
maguinaria y/o menaje de casa (artefactos el éctricos).

Considerando que las politicas de créditos establecen escaas de montos de
préstamos, lo cual, limita la percepcion de las evaluaciones del asesor de créditos, se
recomendd capacitar a los asesores de crédito a efectos de que asignen los montos en
funcion de la capacidad de pago que resulte de la evaluacion crediticia.

Determinar los montos de préstamos, frecuencias de pago y plazos; en funcién a
flujo de fondos ddl negocio, dd tipo de inversiéon solicitada o segin € requerimiento
del cliente.

Ajustar la metodologia crediticia para la evaluacion de estos créditos por campafia, de
muy corto plazo, con la finalidad de que estas evaluaciones midan € impacto de la
campafa de ventas en € flujo de fondos y determinen el monto, frecuenciade pagoy
plazo, en funcién al resultado de este andlisis.

b. Factores que incrementan los tiempos de servicio a cliente e influyen en
el riesgo crediticio

Evduar la asignacion de motocicletas a los asesores de crédito, con la finalidad de
mejorar la cobertura de atencion, esto incrementara la capacidad de desplazamiento a
los asesores de crédito, redundando en un mayor nimero de visitas por dia

Reestructurar las labores de los jefes de agencia y asesores de créditos con la
finalidad de que efectlien una labor eficiente de supervision de créditos e incremente
su capacidad de cobertura hacia un mayor nimero de potenciales clientes,
respectivamente.

Generar informacion diaria sobre la situacién de la cartera activa de créditos, clientes
nuevos, moray otros datos que contribuyan a control de la gestion'y administracion
de la cartera de créditos en las agencias.
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4. Consultoriaen € Area de Recursos Humanos

La Gerencia Genera de FINSOL planted en sus acances a los términos de referencia la
participacion de un consultor nacional (hondurefio) para €l desarrollo de este trabajo, al
inicio de la consultoria alcanzd tres propuestas incluida una de FUNADEH; sin embargo,
en esta area se acanzaron agunos logros orientados a fortalecer la estructura
organizaciona de FINSOL.

A través del andlisis de la distribucion de personal, € indicador de relacion personal
operativo vs persona administrativo reflgja que solo € 38% de persona tota
corresponde a asesores y oficiales de crédito, lo cua revela la necesidad de
incrementar e nimero de asesores a efectos de consolidar € crecimiento de la cartera
de créditos.

El proceso de sdeccion dd persona no incluye evaluaciones psicolégicas y
psicotécnicas, tampoco incluye un proceso de pre- induccion in situ para evaluar s €
candidato tiene real interés en laborar en zonas marginales.

Ejecutar programas de capacitacion orientados a desarrollar una cultura de ventay de
servicio a cliente, que ademas de asegurar la prestacion de un buen servicio
contribuya a la consolidacion de la cartera de créditos.

Se ha logrado un avance importante en la formulacion del manua de funciones,
estando pendiente la opinion de los jefes de area y agencias. Con sus aportes se
procederia a elaborar € borrador final del Manual para revision de la Gerencia
Generadl y someterlo ala aprobacion respectiva.

En cuanto al manual de perfiles de puestos, también se ha logrado un buen avance
estando pendiente la consolidacion de la informacion recopilada y su remision a de
los jefes de &rea 'y agencias para opinion. Con sus aportes se procederia a elaborar €l
borrador fina del Manua para revision de la Gerencia General y someterlo a la
aprobacién respectiva.
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D. ANNEX D - EXECUTIVE SUMMARY: ASSISTANCE TO ODEF

CONSULTORIA USAID / CARANA Corporation
ORGANIZACION DE DESARROLLO EMPRESARIAL FEMENINO
-ODEF-

San Pedro Sula, octubre 04 a noviembre 17 del 2000
Consultor: Jorge Canseco
Resumen Ejecutivo
1. Introduccion

La Organizacion de Desarrollo Empresarial Femenino — ODEF, es una de las
instituciones privadas sin fines de lucro, més representativas de Honduras, fue constituida
el 15 de noviembre de 1985. En su inicio se abocaron hacia actividades comunitarias,
ambientales y de agricultura sostenible; en materia crediticia, |os recursos destinados a
esta actividad eran minimos.

En 1992 realizan un cambio total, orientando su mayor actividad a través del crédito,
capacitacion y asistencia técnica a la micro y pegquefia empresa, atendiendo
prioritariamente a los sectores comercio, industriay servicios.

Durante los Ultimos ocho afios, han experimentado un crecimiento importante en su
cartera, sin embargo no fue geno a impacto ocasionado, por € paso del huracan Mitch,
uno de los més devastadores en toda su historia, que a fines de 1998, dej6 a la nacion
millonarias pérdidas en todos los sectores de la economia. El desarrollo econdmico en
1999, fue bastante complicado para € pais, pues tuvieron que reconstruir, los dafios
provocados por € huracan, |16gicamente ODEF no fue gjena al rezago que afecto parte de
su clientela

Con la ayuda externa y lineas de crédito blandas que vienen otorgando los distintos
paises, muchas de las empresas lograron un desarrollo  econémico - financiero alentador
el afio anterior, sin embargo, € crecimiento de ODEF fue muy pobre, con 2.6% en el
nimero de clientes y 2.1% en e saldo de la cartera, situacion un poco preocupante,
tomando en consideracion que en épocas dificiles y recesivas, @ sector de la micro y
pequefia empresa por su dinamismo, tienden a convertirse en unidades productivas
generadoras de la mayor cantidad de empleo, y con un marcado éxito a maximizar sus
resultados.

Hasta antes de nuestra visita la gerencia de ODEF, no habia medido € grado de riesgo de
su organizacién, pues como sus estados financieros eran positivos, segun ellos, solamente
regquerian de algunos pequefios gjustes, tal como lo demuestra |a carta de respuesta, a las
observaciones preliminares vertidas por € Sr. José Luis Lozano, consultor permanente de
CARANA Corporation.
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La asistencia técnica desarrollada en oficina principal como en agencias permitio
profundizar € informe de diagnostico y brindar sugerencias y recomendaciones con los
respectivos formatos y anexos paraincorporar ala normativa vigente.

2. Resultado de la asistencia técnica en ODEF

Primero, convencer a la ata gerencia de las graves debilidades internas en su
organizacion, esto se logro, con € trabajo de campo readlizado en la oficina principal,
agencias, visitas a clientes y las continuas reuniones de coordinacion con la direccion,
sub direccién gecutivay las distintas jefaturas de la OPD.

Segundo, se plantearon soluciones viables a los 33 puntos vulnerables del presente
informe, 15 en la parte operativa, 9 en planeamiento y finanzas, y 9 en la parte
administrativa.

Tercero, bagjo un esgquema de trabgos en equipo, se pusieron en marcha las soluciones
recomendadas por la consultoria, algunas ya se encuentran operativas, y la mayor parte
cuenta con un cronograma establecido para el proximo trimestre. Légicamente otras no se
podrén aplicar en un mediano plazo.

Cuarto, se disefiaron formatos adecuados con su respectivo reglamento, para enriquecer
la metodologia crediticia, ahorrar costos operativos y brindar un mejor servicio a sus
clientes.

Quinto, seles brindd charlas de capacitacion al integro del personal, en cultura de ventas,
andlisis del carécter en la parte cudlitativay a manejo del riesgo.

Sexto, se llevaron a cabo dos estudios de mercado, uno en La Ceiba y otro en la Entrada
de Copan, con su respectivo andlisis costo beneficio. Igualmente eaboramos una
metodologia tedrica y practica de estudio de mercado, para la apertura de nuevas
agencias. Ademas, estamos degando una enorme base de datos de la poblacion
econdémicamente activa de la zona, incluyendo nombre, direccion y volumen anual de
ventas, que incluso podria ser de utilidad en las otras OPDs.

Sétimo, establecimos un sistema de informacion gerencial, dejandoles un diskette con
las formulas respectivas, y un planeamiento comercia de seis meses, con toda su
metodologia, las posibles campafias de captacion de clientes, la publicidad inmersa, 1os
recursos requeridos y un enfoque costo beneficio de los resultados al canzados.

Octavo, mediante un trabgjo sincronizado entre negocios, sistemas y contabilidad, se
establecieron las pautas de como mejorar su control interno, a fin de evitar diferencias en
los procesos y dar mayor consistencia a la produccion de reportes.
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Noveno, sobre la base del manual de organizacion y funciones realizado por la Fundacion
Covelo y aun no aprobado por ODEF, sugerimos una serie de modificaciones, previa
coordinacion y apoyo con las gerencias y jefaturas respectivas.

Décimo, Por ultimo, de llevarse a cabo todas nuestras recomendaciones, habremos
sentado las bases para un desarrollo sostenido en su cartera de préstamos, contando con
un apoyo operativo consistente y una eficiente administracion de |os recursos.

De los 33 puntos de acuerdo a nuestras sugerencias, el 60% se corregird en el corto plazo
(3 meses), @ 25% en & mediano plazo (6meses) y € 15% posiblemente se aplique en €
largo plazo. En € informe en detalle, podemos indagar méas sobre los puntos
mencionados.

3. Conclusion

Como corolario final, es necesario, capacitar a todas las OPD, pues asumimos gue a
igual que ODEF, deben ser muy débiles en sus controles internos. Econémicamente
podran tener resultados positivos, pero en un escenario donde la mayor cantidad de sus
I ecur sos tienen costo cero, por donaciones, y de otro lado, ingresos poco realistas, (en
la préctica mas del 55% de la estructura de su cartera, tienen tasas internas de retorno
mayor al 100%), efecto de aplicar tasas nominales del 32% al 36%, a un esquema
“sobre montos’ . Este modus operandi no se presenta en otros paises, sin embargo, de ser
supervisadas en un futuro, tendrian que modificarse las actuales condiciones, a la forma
Ccomo operan sus tasas, las entidades financieras, muchas tendran que afinar sus costos y
ser més eficientes en e mango de su cartera, por que de lo contrario, fracasarian.
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E. ANNEX E - EXECUTIVE SUMMARY: SEMINAR ON CREDIT
METHODOLOGIESIN MICROFINANCE

CONSULTORIA USAID / CARANA Corporation
SEMINARIO TALLER DE MICROFINANZAS
“METODOLOGIASCREDITICIAS

Tegucigalpa, octubre 02-03 del 2000
San Pedro Sula, octubre 05-06 del 2000

Consultor: Arelis Gomez

Resumen Ejecutivo

1. I ntroduccién

Con los eventos de capacitacion se pretende fortalecer técnica y operativamente al
persona de las Organizaciones Privadas de Desarrollo Financieras dfiliadas a la Red
COVELO asi como a bancos comercides que atienden a sector de Microempresa en
Honduras, apoyando de esta manera a su consolidacién y fortalecimiento institucional.

En estos eventos se tratara de armonizar: los andlisis de la Clientela Basica, alacua se
dirige la atencion a este segmento; M etodologia de los Préstamos, andisis de cada una
de las metodologias, asimismo & andisis de la capacidad y voluntad de pago de los
clientes frente a la tradicional base de garantias; Costos Administrativos, andisis dd
costo-beneficio de su reduccion sin sacrificar la calidad de las evaluaciones y gestion de
supervision; Caracteristicas de la Cartera; énfasis en colocacion en cientos de
pequefios créditos a corto plazo a mayor cantidad de clientes, en lugar de mayores
créditos a plazos largos y menor cantidad de deudores; Estructura y Supervision;
andlisis costo-beneficio de supervision de trabgjo en campo versus superestructura de
oficinas centrales.

El facilitador de este evento “Metodologias Crediticias’, es un consultor con amplia
experiencia y conocimiento de las metodologias y tecnologias crediticias desarrolladas en
entidades de otorgamiento de micro créditos. Asimismo, € consultor tiene un
entendimiento de los problemas y limitaciones que enfrentan las instituciones de
microfinanzas en Honduras.

El primer evento se desarrollo el 02 y 03 de octubre del 2000 en las instalaciones del
Hotel Honduras Maya en la ciudad de Tegucigalpa M.D.C y contd con la presencia de 32
participantes.

El segundo evento se desarrollo e 05 y 06 de octubre del 2000 en las instalaciones del

Hotel Holiday Inn de la ciudad de San Pedro Sula y conato con la presencia de 32
participantes.
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2. Objetivo del Evento

El evento de “Metodologias Crediticias’, tiene como objetivo principal fortalecer los
proceso de implementacion de las diversas metodologias de créditos orientadas al sector
de las micro y pequefia empresa, tales como Bancos Comunales, Créditos Grupales y
Créditos Individuales, resdtando beneficios, servicios, ventgias, mecanismos de
supervision entre otros.

a Temas Tratados en €l Evento

Se trataron en forma didactica y operativa las experiencias de las meores practicas
utilizadas en € negocio de las microfinanzas a nivel mundia poniendo énfasis las
utilizaciones en las experiencias latinoamericanas.

Entre otros aspectos se trato en forma especia |os siguientes temas.

Caracteristicas de | os créditos de microfinanzas

Procedimientos y tramitacion de los microcreditos

Administracién de los créditos

Rentabilidad de los servicios del microcredito

Atraccion a cliente

Mantenimiento a cliente

Supervision y regulacion bancaria; en donde se puso énfasis a las barreras que afectan
la rentabilidad, soluciones a los problemas de tasas y soluciones a los problemas de
calificacion de la cartera de colocaciones.

Bases mateméticas y estadisticas para la medicion del riesgo, poniendo énfasis en los
riesgos claves del entorno, riesgos de sensibilidad y variabilidad del precio de ventas.
Administracién y recuperacion de los créditos

Descentralizacion y requerimientos

Sistemas de manejo de informacion

Calificacion del persona

Bases para la recuperacion

Incentivos a cliente

Incentivos a personal, poniendo énfasis en bases y parametros y las variables a
considerar.

Importanciadel andlisis del caracter

Evaluacion del cliente, sus caracteristicas y generalidades

Manegjo del historial del crédito

Laresponsabilidad de los pagos

Puntos de alerta en € proceso de evaluacion del crédito

Verificacion de referencias

Casuistica sobre preguntas a considerar en evaluacion operativa

Importancia de la evaluacion de las referencias

Andisisfinanciero del negocio

Puntos de aerta en la evaluacion financiera, casuistica
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Andlisis de prestamos retornos
Capacidad empresarial

3. Resultados del Evento
a Tegucigapa

Para e contenido del evento se tomo en consideracion como pardmetros de medicion:
actualizacion, tiempo de duracion, expectativas, claridad y comprension, calidad de
presentacion y contenido del evento se pudo determinar que e 94.82% de los
participantes calificaron €l desarrollo del evento como bueno y excelente.

Para la cdlificacién del consultor se tomo en consideracion como parametros de
medicion: dominio del tema, transmision de conocimientos, combinacién de la teoria con
la practica empresarial, aplicacion de metodologias participativas y el material adaptado a
la realidad del negocio se pudo determinar que €l 98.62% de los participantes calificaron
al consultor como muy bueno y excelente.

b. San Pedro Sula

Para e contenido del evento se tomo en consideracion como pardmetros de medicion:
actualizacion, tiempo de duracion, expectativas, claridad y comprension, calidad de
presentacion y contenido del evento se pudo determinar que e 100.00% de los
participantes calificaron e desarrollo del evento como bueno y excelente.

Para la cdificacion del consultor se tomo en consideracion como parametros de
medicion: dominio del tema, transmision de conocimientos, combinacién de la teoria con
la practica empresarial, aplicacion de metodologias participativas y el material adaptado a
larealidad del negocio se pudo determinar que e 100.00% de los participantes calificaron
al consultor como muy bueno y excelente.
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F. ANNEX F - EXECUTIVE SUMMARY: SEMINAR ON THE ANALYSIS
OF CREDIT RISK IN MICROFINANCE

CONSULTORIA USAID / CARANA Corporation
SEMINARIO TALLER DE MICROFINANZAS
“ANALISISDEL RIESGO CREDITICIO”

Tegucigalpa, noviembre 13y 14 del 2000
San Pedro Sula, noviembre 16 y 17 del 2000

Consultor: Elvis Alva

Resumen Ejecutivo

1. I ntroduccién

Con los eventos de capacitacion se pretende fortalecer técnica y operativamente al
personal de las Organizaciones Privadas de Desarrollo Financieras dfiliadas a |la Red
COVELO asi como a bancos comercides que atienden a sector de Microempresa en
Honduras, apoyando de esta manera a su consolidacion y fortalecimiento ingtitucional.

En estos eventos se tratara de armonizar: los andlisis de la Clientela Basica, alacua se
dirige la atencion a este segmento; M etodologia de los Préstamos, andisis de cada una
de las metodologias, asmismo & andlisis de la capacidad y voluntad de pago de los
clientes frente a la tradicional base de garantias; Costos Administrativos, andisis del
costo-beneficio de su reduccion sin sacrificar la cdidad de las evaluaciones y gestion de
supervision; Caracteristicas de la Cartera; énfasis en colocacion en cientos de
peguefios créditos a corto plazo a mayor cantidad de clientes, en lugar de mayores
créditos a plazos largos y menor cantidad de deudores; Estructura y Supervision;
andlisis costo-beneficio de supervision de trabgjo en campo versus superestructura de
oficinas centrales.

El facilitador de este evento “Andlisis dd Riesgo Crediticio”, es un consultor con amplia
experiencia 'y conocimiento en cuanto a la medicién y prevencién de riesgos que asume
toda entidad dedicada a microcredito. Assimismo, € consultor tiene un entendimiento de
los problemas y limitaciones que enfrentan las ingtituciones de microfinanzas en
Honduras.

El primer evento se desarrollo e 13 y 14 de noviembre del 2000 en las instalaciones del
Hotel Princess en la ciudad de Tegucigapa M.D.C y contd con la presencia de 36
participantes.

El segundo evento se desarrollo el 16 y 17 de noviembre del 2000 en las instalaciones del
Hotel Sula de la ciudad de San Pedro Sulay conté con la presencia de 26 participantes.
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2. Objetivo del Evento

El evento de “Analisis del Riesgo Crediticio” tuvo como objetivo principa reducir €
porcentaje de la cartera en riesgo a través de un andisis y comprension de la aplicacion
de bases mateméticas, estadisticas e indicadores financieros para la medicion del riesgo y
su viabilidad en € rendimiento de la cartera.

a Temas Tratados en €l Evento

Se trataron en forma didéctica y operativa las experiencias de las mejores practicas
utilizadas para prevenir € riesgo crediticio en €l negocio de las microfinanzas a nivel
mundia poniendo énfasis las utilizaciones en las experiencias | atinoamericanas.

Entre otros aspectos se trato en forma especia |0s siguientes temas.

Entorno de las ingtituciones de microfinanzasy las PYMES
Asociacion de riesgos

Fuentes de informacion asimétrica

Generacion de altos costos.- € no repago
Orientacion de las politicas ingtitucionales

Tiposy caracteristicas de microempresas
Microempresas de subsistencia.- su tratamiento
Microempresas promovibles.- su tratamiento
Microempresas de desarrollo.- su tratamiento
Mercado de las microempresas

Raciondidad econdmica

Organizacion productiva

Nivel técnico y tecnolégico

Numero de trabajadores

Caracteristicas de los trabajadores

Potencia de desarrollo

Capitalizacion

Capacidad de mercado

Participacion del microempresario en €l proceso productivo
Tratamiento del riesgo en microfinanzas

Riesgo crediticio

Andlisis de riesgo

Riesgo directo.- tratamiento

Riesgo de contraparte.- tratamiento

Riesgo de liquidacion.- tratamiento

Riesgo potencial de incumplimiento.- tratamiento
Andlisis de Riesgos claves dd entorno

Riesgo de competencia.- competidores clasicos y nuevos competidores su tratamiento
Riesgos en lanzamiento de nuevos productos
Riesgos en aumento de productividad

Riesgos en reduccion de costos

; 4
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3.

Para € contenido del evento y material didéctico se tomo en consideracion como
pardmetros de medicién: actualizacion, tiempo de duracidn, expectativas, claridad y
comprension, calidad de presentacion y contenido del evento se pudo determinar que €
92.58% de los participantes calificaron € desarrollo del evento como bueno y excelente.

Para la cdlificacion del consultor se tomo en consideracion como pardmetros de
medicion: dominio del tema, transmision de conocimientos, combinacién de la teoria con
la practica empresarial, aplicacion de metodologias participativas y el material adaptado a
la realidad del negocio se pudo determinar que e 96.67% de los participantes calificaron

Riesgos en recomposicion de la cadena de valor

Riesgo en amenazas de nuevos participantes

Economia de escalas

Diferenciacion de productos

Costos de cambio

Requerimiento de capital

Riesgos de sensibilidad

Manegjo de tasas

Manego dd tipo de cambio

Tendencia de inflacién

Impacto de las fuerzas competitivas en los factores del riesgo comercial
Variabilidad de la demanda

Variabilidad de precio de ventas

Apaancamiento de operaciones

Riesgo del entorno.- conocimiento y su medicion
Comparacion de lamedicién del riesgo en banca comercia y microfinanzas
Indicadores financieros

Tratamiento de Cartera atrasada / cartera activa

Carteraen mora > 30 dias/ cartera activa

Carteraen mora > 8 dias/ cartera activa

Carteraen mora > 1 dia/ cartera activa

Provision sobre colocaciones / cartera activa

Clasificacion de riesgos.- indicadores

Evaluacién del deudor para el otorgamiento del microcrédito
Andlisis de capacidad de pago

Crédito a personas naturales

Condiciones de pago

Evaluacion cuditativa

Nivel de capitalizaciéon del deudor

Andisis de entorno familiar

Resultados del Evento

a Tegucigapa

a consultor como muy bueno y excelente.
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b. San Pedro Sula

Para € contenido del evento y material didéctico se tomo en consideracion como
pardmetros de medicién: actualizacion, tiempo de duracién, expectativas, claridad y
comprension, calidad de presentacion y contenido del evento se pudo determinar que €l
100.00% de los participantes calificaron € desarrollo del evento como bueno y excelente.

Para la cadificacion del consultor se tomo en consideracion como pardmetros de
medicion: dominio del tema, transmision de conocimientos, combinacion de la teoria con
la practica empresarial, aplicacion de metodologias participativas y el material adaptado a
la realidad del negocio se pudo determinar que e 98.40% de los participantes calificaron
al consultor como muy bueno y excelente.
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G. ANNEX G - BOARD OF DIRECTOR TRAINING AND STRATEGIC
PLANNING

USAID / CARANA Corporation
Working Sessions with the Boards of Directors of Covelo
And Member Institutions

October and November, 2000

Consultant: William Phelps

1. OVERVIEW

The diagnostic assessment by resident CARANA staff determined that the task of FPVO
strengthening would require attention to the Boards of Directors of the institutions.
CARANA consultant, William J. Phelps, was contracted to work with resident CARANA
staff, Covelo management and the administrative staff of eight 1% and 2™ tier FPVOs to
develop and implement a program of workshops intended to stimulate, challenge and
help prepare boards of directors to more effectively assume the responsibilities of micro
finance institution governance.

Initial diagnostic work confirmed that the boards of the eight institutions differ
significantly in terms of sophistication, focus, history and orientation. It was determined
that individualized working sessions would be necessary with the management and the
boards of each of theinstitutions. Although al of the sessions would incorporate the
same basic contents, each session would be individually geared to the needs and
circumstances of each FPVO. It was aso determined that the sessions with boards would
be managed as “workshops’ rather than formal presentations in order to permit and
encourage interaction with the consultant and among board members.

Separate, individua sessions were held with management personnel and the boards of
each of the eight institutions during 2 two-week consultancies between October 15 and
November 30.

In addition to stimulating and challenging the members of each board of directors and
providing guidelines for effective governance, the sessions were designed to initiate a
process of on-going self-evaluation by board members, through which they may assess
their effectiveness as a group and as individual members. The sessions were aso
intended to provide input for the development of action plans through which each board
will address sdlf-identified weaknesses and improve its effectiveness.

The format for all of the sessions included:
Review of the evolving and increasingly demanding characteristics of the micro

finance industry;
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Review of the responsibilities of boards of directors of micro finance institutions in
generd; and detailed review of the unique responsibilities of each specific board and
itsindividua members.

Review of composition, operating procedures, policies and other key characteristics
common to effective boards of directors of micro finance institutions;

Discussion among board members, including the history, dynamics and strengths and
weaknesses of the board;

Sdf evaluation by individual board members with emphasis on essentia leadership
qualities and technical skills necessary for effective board operation; and,
Identification of specific training and skill development needs of each board.

The responses of the eight boards varied from excellent to good. The material presented
in each of the sessions appeared to be well received and there was clear indication that
several participants were effectively stimulated by the sessions. Considerable interaction
was evident among board members, and early feedback was universally positive. Each of
the boards generated priority lists of topics that they wish to include in their “action
plans’ for the Year 2001. At least three of the boards concluded that they would actively
scrutinize their current composition and procedures in order to improve their
effectiveness. All of the boards expressed interest in further assistance.

CARANA staff will continue to work with the managers of each of the FPVOsto
develop a program of workshops, training sessions and other events that will address the
expressed needs of each of the boards. It is recommended that follow-up sessions be held
with each of the boards within the first six months of the Year 2001.

2. INDIVIDUAL BOARD SESSIONS

As anticipated, no two boards of directors are alike. There are wide differencesin terms
of levels of expertise and sophistication; and the needs and priorities of each group are
unique to its particular circumstances. The following are brief overviews of the basic
characteristics of each board, along with discussion of major issues associated with each
board and recommendations for follow-up action.

3. HERMANDAD DE HONDURAS (HDH)

a Board Characteristics

The HDH Board of Directorsis well established. Most directors have served the
ingtitution for severa years; many are founding members.

Although most directors are enthusiastically involved, leadership is concentrated in
two directors.

The President of the Board is heavily involved in management of the institution,

particularly during a recent period of management transition.
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HDH provides avariety of community development services, including vocational
training and health programming. The directors are generally interested and involved
in the complete range of services, but are relatively unsophisticated with regard to
micro finance.

b. | ssues

The President of the Board tends to involve himsealf in day-to-day management. He
was particularly active during a recent period of management transition when HDH
operated without a general manager for several months. Following the appointment
of anew general manager, the President continues to maintain direct contact with
operations. The HDH Manager has had confrontations with the board resulting from
board member involvement with HDH administration, particularly regarding matters
related to staff management.

Considerable emphasis was placed during the session with the board on the
importance of separation of management and board responsibilities. Several board
members participated in the discussion, and the President acknowledged that the
board should carefully review itsrole relative to project management. However, the
problem has along history, and it is anticipated that considerable additional attention
to the matter will be required.

The board suffers from a serious lack of micro finance program related sophistication.
In order to exercise appropriate governance, the board must seek to further educate
itself on matters of methodology, control systems and other critical aspects of micro
finance programming.

Considerable attention was given during the session to ways in which the board can
introduce fresh expertise to its membership. Although most members did not express
interest in modification of the current composition of the board, it was generally
acknowledged that a system of active committees of the board should be devel oped
through which select members of the community could work with the institution on
matters of critical importance. In addition to exposing the board to needed expertise,
it was acknowledged that the use of committees would provide a“feeder system”
through which future new board members could be identified and nurtured.

The board demonstrated a serious lack of familiarity with the areas and levels of
responsibility of the board of a micro finance institution. Considerable interest was
expressed in further exploration of these matters, particularly the effect of the
emerging legal and regulatory environment.

C. Recommendations
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CARANA should assist HDH management and its board to develop and implement a

program of further orientation to micro finance programming and related board

responsibilities. Among the topics of interest that were identified by the board are:

- Board of director leadership and membership motivation;

- Understanding financia statements and financial indicators;

- IMF governance, including management of board directives and policies;

- Strategic planning;

- Theimportance of micro finance to the national economy and to the community;
and

- Preparation and orientation of new members to the board of directors.

CARANA should conduct at least one follow-up session with the HDH board during
the first semester of 2001 to reinforce lessons learned and support the above
recommended program of on-going board development.

All technical assistance to HDH should include emphasis on the board’ s
responsibility to provide effective guidance without inappropriate involvement in
day-to-day management of the institution.

INSTITUTO HONDURENO DE ESTUDIOSY DESARROLLO INTEGRAL
DE LA COMUNIDAD (INHDEI)

a Board Characteristics

Although the board consists of professionals that demonstrate strong technical skills,

its composition defies standards for balance and objectivity:

- Board membership consists of five professionals, including the General Manager
of the institution, who appears to exercise dominant leadership.

- The President of the Board shares INHDEI management responsibilities as a paid
advisor to the organization. Heis actively involved in day-to-day operations,
including review and approval of all loans.

- One of the board membersis the sister of the general manager.

The General Manager and the President/Advisor perform most of the functions of the
board. The entire board meets only four times per year.

The board supports plans to convert INHDEI into a“regulated financial ingtitution”
and acknowledges that current composition of the board would be legally
unacceptable.

The board, as awhole, has limited direct involvement with the institution. However,
individual members appear to be fully aware of the conditions of the institution and
demonstrate familiarity with operations.

b. | ssues
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Considerable attention was given during the session to the matter of board
composition, and the members responded with due concern. They acknowledge that
they must introduce changes to meet eventual legal requirements. More importantly,
it appears that they also recognize that change is also needed in order to exercise
proper institutional governance.

The board members demonstrated particular concern in response to review of their
fiduciary responsibilities. They acknowledge that their limited involvement with the
project exposes them to potentia liabilities without corresponding control.

INHDEI plans for aggressive growth and eventual transformation into may be
unrealistic, given current levels of administrative capacity and lack of involvement by
the board.

C. Recommendations

A follow-up session should be held with the board to reinforce new levels of interest
in developing more active board participation.

Any technical assistance scheduled with INHDEI management should give priority
attention to development of a better-balanced and more supportive board.

Virtually al of the suggested training topics were given high priority by the INHDEI
board. Topics of most interest include:

- Understanding financia indicators and financial statements;

- Strategic planning;

- Selection, orientation and preparation of new directors

- Internal control systems;

- Understanding of risks associated with micro finance activity; and,

- Design and employment of board policies and directives.

INSTITUTO PARA EL DESARROLLO HONDURENO (IDH)

a Board Characteristics
IDH is recovering from a severe administrative and board leadership crisis. A new
Executive Director and Board President are managing a reorganization that is

expected to result in improved administration and board governance.

The new leadership is also attempting to recover from aloan portfolio and personnel
crisis that has |eft the organization with serious financial problems.

The current Executive Director provides the board with strong strategic leadership.
Although she has no vote on the board, her influence is key to virtually al board
decisions.
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In spite of strong dedication to the objectives of the institution, the board is not
adequately equipped to provide adequate technical and strategic support.

Board membership is draw exclusively from the IDH General Assembly, which
represents the religious and other interests on which the institution is based.

b. | ssues

On the basis of extensive preliminary conversation with the Executive Director,
particular emphasis was placed during the session on the importance of having strong
technical skills on the board of directors in order to adequately support management.
Following extensive discussion and self-evaluation, the board members

acknowledged that they are lacking many of the necessary skills. Although they
expressed interest in opportunities to improve their own skill levels, they recognize
that only through expanded board membership will they be able to adequately address
the problem.

Potential for changes in the composition of the board are limited by the requirement
that all new membership be drawn from the general assembly. Board members
indicate that the assembly is not likely to offer the necessary skills.

Although most board members express awareness of the methodological and
structural problems with which the institution is struggling, their plans for portfolio
growth and quality may be unrealisticaly optimistic.

C. Recommendations

Follow-up with the board will be necessary to ensure that their current level of
commitment to improvement is maintained.

Virtually all of the suggested topics for board training were identified as required.

Consistently high priority was given to:

- Understanding risks associated with micro finance;

- Strategic planning;

- Maximizing efficiency of board meetings,

- ldentification, orientation and preparation of new board members;

- Ingtitutiona sdlf sustainability;

- Understanding financial statements and indicators; and,

- Development and use of board policies and directives.

- Technical assistance and training opportunities can be expected to assist with the
development of the board, however policies and mechanisms must be devel oped
to address the problem of weak board composition.

WORLD RELIEF OF HONDURAS
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a Board Characteristics

The World Redlief board, which is drawn from the institution’s 13 member General
assembly, is highly motivated and dedicated.

The board consists of well-prepared and experienced professionals that represent both
religious and broader interests of their communities. Most of the members have a
long history with the organization.

Covelo manager, Anibal Montoya is an active member of the board, and provides
insight and technical backing on matters of micro finance.

b. | ssues

The organization has experienced methodological and financia difficulties within the
past two years, but has demonstrated significant recovery.

The World Relief manager has a 16-year history with the institution. He exercises
strong leadership with the board, managing the planning and policy making process,
and establishing the board’ s agenda. There is no indication of inappropriate board
involvement in management.

Following discussion of board of director responsibilities (with emphasis on the
demanding nature of micro finance), the board expressed strong interest in increasing
their level of involvement with planning and supervision.

Considerable attention was given to ways in which the board can ensure that it
maintains adequate technical skill levels. They expressed interest in developing a
committee system designed to permit in-depth board focus on technical issues, alow
involvement by individuals that are not currently members of the general Assembly
and serve as a “feeder” mechanism for nurturing fresh membership for the General
Assembly.

C. Recommendations

A follow-up session should be held with the board within the first semester of 2001.

Prompt follow-up should occur with management to plan for board training in

accordance with the topics of interest expressed by the board. High priority topics

include:

- Strategic planning;

- Board member leadership and motivation;

- Development and use of board directives and policies

- Professiona ethicsin micro finance;

- Thedgnificance of micro finance in the national economy and as a poverty
reduction tool;

- Understanding financial statements and indicators,
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- Internal control systems;
- Board — management relations; and,
- Exploration of mechanisms for expanding board membership and composition.

FAMA
a Board Characteristics

The FAMA board has only four active members, two of which are members of the
staff of the organization: the President of the board is the acting general manager and
the Secretary of the board is the credit manager.

The President of the board recently assumed general managerial responsibilities
following a severe financial and personnel crisis. The board is currently attempting to
recruit a new manager.

The size and composition of the board is seriously inadequate.

Board members demonstrate little understanding of the standard role and
responsibilities of a board.

With the exception of those board members that are on the staff of the institution, the
board is not proactive on matters of institutional policies and planning.

The board is convinced that it will quickly recover fromitscrisis. Theinstitution
plans to increase its loan portfolio by nearly 300% during the next two years (from
3,500 to 9,800).

b. | ssues

Emphasis was placed, during the session, on the need for active involvement by a
well-balanced and prepared board of directors. Although interest was expressed in
better understanding the responsibilities of a board of an IMF, it is evident that the
board is reluctant to introduce significant changes to its structure, composition or
procedures.

The President/acting General Manager indicates that she intends to discontinue her
involvement with the administration as soon as a new manager is identified and
employed. Although the President participated actively in most of the session and
expressed awareness of the need to establish and maintain separation of board and
manageria functions, she demonstrated annoyance at emphasis on the subject.
Although FAMA has developed a complete and “classical” (if uninspired) strategic
plan for operation through the Y ear 2002, the board’ s expectations for recovery and
growth may be seriously unrealistic.
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C. Recommendations

CARANA should offer at least one follow-up meeting with the board following the
appointment of a new General Manager. It is possible that the institution may be
more receptive to considering structural and procedura changes following
stabilization of their situation.

Priorities identified by the board for further training include:
- Board leadership and motivation;

- Design and importance of board directives and policies;
- Better understanding of micro finance

- Understanding financial statements and indicators,

- Micro finance credit methodology;

- Orientation and preparation of new directors; and,

- Theimportance of micro finance to the poor.

Potential for significant short-term improvement of board effectiveness may be
limited. Expectations for progress should await further diagnostic work.

ORGANIZACION DE DESARROLLO EMPRESARIAL FEMEMINO (ODEF)
a Board Characteristics

The Executive Director of ODEF participates as a voting member of the board
Although the board is highly motivated and active, its agenda and policies are heavily
influenced (virtually managed) by the Executive Director.

The board has been very actively involved with management of the institution since
an ingtitution-wide crisisin 1992.

The 18-member ODEF General Assembly that meets regularly each two years
chooses the board.

The board has received extensive training on matters of board responsibilities,
strategic planning and the evolving micro finance legal/regulatory environment.
The board and the General Assembly are currently planning to expand the
membership and composition of both entities to include additional technical
expertise.

b. I ssues
Although the board is well organized and prepared, and members are accomplished
professionals, the institution would benefit from closer board supervision of ODEF
operations and generally more proactive board involvement.

During the session, several board members expressed interest in learning more about
several aspects of micro finance programming
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C. Recommendations

A follow-up meeting should be held with the board during the first semester of 2001.

Preparation for the meeting should be closely coordinated with the Executive Director

and the President of the board.

All follow up with the board should be well prepared, specifically focused on topics

of expressed interest to the board, and geared to the highly sophisticated nature of the

board members.

The board had already developed alist of topics that they wish to explore more

thoroughly. Additional topics of interest were identified during the session. The

topicsinclude:

- Anaysis and interpretation of financial statements;

- Information exchange with organizations that have demonstrated success with
IMF governance and operation;

- Strategic planning;

- Marketing and product development;

- Micro finance issues related to the environment and sustainable agriculture;

- Project evaluation;

- Maximizing efficiency of board meetings,

- Internal control systems,

- Risks associated with micro finance; and,

- Theimportance of micro finance to the national economy.

FINSOL

a Board Characteristics
FINSOL is unique among the current organizations affiliated with the Covelo
network. Itisaprivately owned finance company that is strategically focused on

eventua transformation into a bank.

FINSOL has evolved from the multi purpose NGO, FUNADEH, which is currently
the magjor FINSOL sharehol der.

The board recognizes that its level and realm of responsibility will increase
significantly as the institution transforms into a bank, particularly asit assumes
responsibility for deposits from the public.

The FINSOL board is highly experienced and sophisticated.

Several of the board members are also members of the board of FUNADEH.

The “Executive Director” of the board is closaly involved with FINSOL supervision,
including credit approva and interna auditing.
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10.

Although the board is generally active in al areas of board responsibility, the
administration of the ingtitution is generally left to the General Manager.

b. | ssues

During the session, most members of the board appeared to devel op enhanced
concern for closer supervision of the growth and evolution of the institution.

Although the board did not develop a specific list of topics for further discussion and
board training (they asked for an opportunity to develop the requested list at the next
board meeting), it islikely that they will be particularly interested in such subjects as;
- Product development;

- Market and competition analysis;

- Methodology development; and,

- Capitalization.

Board composition was atopic of considerable interest during the session. Most
members expressed interest in the development of mechanisms for more in depth
board analysis of issues associated with methodology and competitiveness.
Considerable attention was given to the possibility of a committee system through
which additional expertise could be introduced to the board.

C. Recommendations

The board should be reminded to prepare the list of topics for further discussion
and/or training.

At least one follow-up session should be scheduled for the first semester of 2001.
The session should be carefully coordinated with the manager and board |eadership so
as to ensure proper focus and level of sophistication.

The board should be encouraged to further explore possibilities for enhancing board
expertise through both modifications to board composition and use of specially
focused committees of the board and other mechanisms.

Board members also expressed interest in exploring means through which the
particular areas of expertise of board members could be shared with the institution.
Follow up activity should include emphasis on encouraging and facilitating such
involvement.

COVELO

The session with Covelo did not lend itself to discussion of the topics of board role and
responsibility. The meeting was formally formatted is association with a post board
meeting luncheon. Although all of the material that was developed for discussion was
presented to the few members that were in attendance, little discussion ensued and
virtualy no interaction was possible, either with the facilitator or among board members.
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The board members that attended were however, able to provide lists of topics that they
wish to further explore. The highest priority topics include:

Strategic planning;

The importance of micro finance to poverty dleviation;

Risks associated with micro finance;

How to maximize the effectiveness of board meetings,

Internal control systems,

Understanding financial statements and performance indicators; and,
Micro finance methodology.

It is recommended that afollow-up session be held with the Covelo board as soon as
possible. The session should be carefully planned as a “working session” in which open-
ended discussion and group interaction is encouraged. Several members of the board
have expressed interest in a board-level strategic planning session to address the future of
the institution. The recommended working session should be help in coordination with,
but prior to, the requested strategic planning meeting.
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ANNEX H - LIST OF DOCUMENTSAND REPORTSPROVIDED TO
USAID THROUGH DECEMBER 31, 2000

Microfinance Support Project - Strategy, Work Plan, Reporting Requirements
And Other Administrative I ssues - June of 2000

Informe De Trabajo De Campo Y Diagnostico De Asistencia Técnica Para9
OPDs - August of 2000

Informe De Evento De Capacitacion "Metodol 6gicas Crediticias' - October 2000
Evento De Capacitacion "Andisis Del Riesgo Crediticio” - November 2000

Informe De Consultoria A Corto Plazo; Hermandad De Honduras - HDH -
December 2000

Informe De Consultoria A Corto Plazo; Financiera Solidaria S.A. - FINSOL -
December 2000

Informe De Consultoria A Corto Plazo; Organizacion De Desarrollo Empresarial
Femenino - ODEF - December 2000

Evento De Capacitacion "Gobernabilidad Y Rol De Las Juntas Directivas A 8
Organizaciones' - December 2000
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